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PREFACE. 



It is proper to say of the following compilation that it is made 
up of the brief notes of the proceedings of the Convention, taken 
by the Secretary during its progress, and the more extended re- 
ports of journalists and newspaper correspondents who attended 
the Convention. No stenographer was employed, consequently 
the assistance rendered by these voluntary reporters has been very 
valuable. The Secretary is under great obligations, especially to 
the Detroit papers and Mr. E. A. Hewitt, of the Chronicle, 

Some of the speeches and papers presented appear in full, 
while the discussions are sufficiently reported to indicate the 
views of those who engaged in them. 

It is to be regretted that this report could not have been issued 
earlier. The delay is mainly chargeable to Commissioners and 
othere who were invited to write out their remarks. Some were 
very tardy, while others failed to respond at all, otherwise than 
to excuse themselves at a late day by pleading " want of time." 
All this has been very annoying to the Secretary. 

The Convention was more fully attended than anyone since the 
fall session of 1871, and was emphatically a working Convention. 
It is safe to say that the members never before so fully appreci- 
ated the importance and responsibilities attaching to their special 
work. And it is equally safe to say, they were never more 
strengthened and fully prepared for their work by the discussions 
and familiar interchange of views upon the great variety of topics 
considered, than on this occasion. 

These annual meetings have a tendency to promote inter-state 
comity, by removing frictions naturally arising under diverse 
legislative enactments, and it is hoped will eventually result in 
the repeal of such conflicting laws as are obnoxious to the great 
interests of Insurance. 

In the Appendix may be found a complete reproduction of the 
adiDirable papers upon taxation and the discussions thereon, 
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which it was thought best to insert together, that they might 
readily be pointed out to legislators and to others. 

Next in order is inserted a valuable paper on the " Fallacies 
of Life Insurance Laws," and other items of interest connected 
with this subject, by Dr. T. S. Lambert, who failed to be present 
on account of the unexpected adjournment of the Conventioi) 
while he was on the way. 

Then follows an outline draft of an Insurance law, to be per- 
fected hereafter, and recommended for general adoption. 

The Conclusion is the "Balance Sheet Blank" for the amiual 
statement of Life Companies, to be used after the present year h} 
the several departments. 

The experience of the last few years has shown the necessity 
for more intelligence, more vigilance, closer, and more cordial 
sj^mpathy, and a better understanding not only among insurers 
and the insured, but among those who undertake to supervise 
this great interest. 

With the hope that it may do something to secure these desir- 
able ends, this little pamphlet is respectfully submitted to the 
public. 

By order of the Executive Committee, 

Oliver Pillsburt, 

Secretary of the Convention. 



EEPOET 



OF THE 



Fifth Sessiun of the National Insurance Conven 

tion.ofthe United States, 

WHICH MET IN THE CITY OF DETROIT, SEPTEMBER 2, 1874, 



FIRST DAY — WEDNESDAY. 



The Annual Session of the National Insurance Convention of the 
United States met in the Council Chamber of the City of Detroit, pur- 
suant to notice, Sept. 2, 1874, at 11 o'clock a.m. 

Hon. O. W. Chapman, of New York, President of the oiganization, having 
called the Convention to order, " said it gave him pleasure to meet so man} 
of his brother officers in convention representing the insurance interests of th« 
several States, and that very many subjects of .i>reat magnitude and importance 
to the companies and to the public would demand its earnest but conservative 
attention. 

The magnitude of the questions may be partially comprehended when it is 
realized that the gross assets of the several companies whose supervision it is the 
special duty of the members of this association to superintend, will reach about 
eight hundred millions of dollai*s and the amount of insurance in fotce ten thou> 
sand millions of dollars; in the, stability of the life companies alone over fivti 
millions of i)eople are directly or indirectly interested, and, including the fire and 
marine, nearly all the people of our country are interested. 

It is, therefore, of vast importance that the several insurance departments of 
the States should meet and exchange opinions, and compare practice with theory, 
assured that each department may thus become uniform in its decisions and 
official actions, so that the unanimous resolutions or legislation proposed by this 
Convention should go forth with force to the Legislatures of the several Staties 
for adoption, if by them approved right and manifestly just. 

Tlie departments, he thought, have materially improved since the first session 
of the Convention. Several of those recently organized have already brought 
themselves up to the standards of the oldest and the best. 

He said that companies which ought not to be admitted were continually 
knocking at the doors of the departments. If they are admitted the consequence 
is injurious, not to the public only, but to themselves as well. If they are re- 
jected, they are kept at home where there is a possibility of their success. Sup- 
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"poee the certificate of the New York department is brought to any other depart- 
ment, it is fairly to be supposed that it presents the facts ; bat it is not a request 
of the Xew York department for the admission of that company to any other 
State. It is not an expression of the opinion of the New York department that it 
ought to be so admitted. It may not come np to the standard of other States. 
Its admission may not approve itself to the judgment of other commissioners. 
The New York commissioner may not think it best that the company should go 
abroad until it has gathered experience and strength at home ; still he is often 
obliged to certify to its right to do business in his own State. In the case of such 
applications for admission, the besieged commissioner should remember that there 
may be circumstances surrounding the issue of the certificate of the parent State 
which render it even denirable that admission to other States be for the time 
refused — refused until the company has demonstrated more fully its right to go 
abroad. Why not have such, mutual understanding and confidence that com- 
missioners can in such cases write to each other ? 

It was important that the reciprocal equitable rights of the several depart- 
ments of the States should be carefully considered and settled, so that a 
company having the official certificate of one State, and applying for admission 
into another, may know what it must expect, and not feel itself unjustly dealt 
with if admission is refused until it shall receive the examination and approval 
of the department of the State in which it seeks the right to do business. 

The question, also, of the nature of the assets that should be held by fire 
companies especially will come up for serious consideration. It would seero - 
said the President, to be the result of experience that prudence decides that nou 
over one half the gross assets of fire companies should consist of bonds anc 
mortgages ; that at least one half should be invested in immediately available 
securities ; that while bonds and mortgages are justly considered the most sub- 
stantial of all securities, when properly executed, nevertheless experience has 
demonstrated them liable, through fraud or perjury, to be the most worthless. 
The spirit of the Convention should be toward conservatism and the adoption of 
no untried innovation until its safety was settled beyond question — until ex- 
perience shall enable the Convention to safely take final action on all the various 
questions proposed. 

The minutes of the last session of the Convention being called for, 
the Secretary, Oliver Pillsbury, of New Hampshire, proceeded to read 
from the printed report; whereupon Mr. Rhodes, of Massachusetts, 
moved, that inasmuch as the doings of the last Convention had been 
published, the further reading be omitted. Carried. 

Mr. Kow, of Michigan, here took occasion to introduce to the Con- 
vention a committee of the Board of Underwriters of the City of 
Detroit. 

Hon. Mr. Yernon, in behalf of the committee, gave the Convention a 
cordial welcome to the city, and begged the privilege of making some 
testimonial of its hospitality. To this end he proposed a: steam-boat 
excursion on the beautiful Detroit River, to the Convention and other 
strangers present, including ladies accompanying attendants upon the 
Convention, whenever it would be most convenient. 

The President referred this proposition to the Executive Committee, 
which recommended that the invitation be accepted : adopted. 

On motion of Gen. Smith, of Kentucky, the Convention adjourned to 
VAnei at 2 o'clock P.M. 
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AFTERNOON. 

The Convention met according to adjournment, the President in the 
chair. 

Mr. Rhodes, in behalf of the Executive Committee, submitted the 
following report, which was accepted and adopted : 

The Committee respectfully report the following States as regularly repre- 
sented in this Convention. 

Maine, Hon. Joshua Nye, Insurance Commissioner. 

New Hampshire '' OUver Pillsbury, Insurance Commissioner. 
Massachusetts, '* Stephen H. Rhodes, Deputy Insurance Commissioner. 
Connecticut, " Joha W. Steadman, Insurance Commissioner. 
New York, '* Orlow W. Chapman, Supt. of Insurance Department. 

Michigan, " Samuel W. Row, Commissioner of Insurance. 

Wisconsin, " Peter Doyle, Secretary of State, and ex-ojftcio Com. of Ins. 

Kentucky, " Gustavus W. Smith, Insurance Commissioner. 

Tennessee ** William Morrow, State Treasurer, and ex-ojjinio Ins. Com. 

Arkansas, *' Lucien J. Barnes, Insurance Commissioner. 

Kansas, *' Edwin Russell, Insurance Commissioner. 

Your Committee also report that credentials were presented from the State of 
Pennsylvania, but the person named therein being ineligible to membership 
under provision of Art. 'Z of the Constitution, which declares "that no mem- 
ber shall be connected with any Insurance Company as agent, officer, or other- 
wise," your Committee are unable to report that State as represented. 

Respectfully submit bed, 

Stephen H. Rhodes, \ 

Joshua Nye, >■ Executive Committee. 

Gustavus W. Smith. ) 

Letters were also received by the Secretary fi'om Insurance Officials 
of the following States: Joel M. Spencer, R. I. ; John Page, Vt. ; 
Heniy C. Kelsey, N. J. ; Charles A. Wailes, Md. ; W. F. Church, Ohio ; 
W. L. Goldsmith, Ga. ; and John W. Foard, Cal. ; expressive of their 
interest in the objects of the Convention, and regretting their inability 
to be present. 

The President announced the following Standing Committees for the 
ensuing year : 

On Blanks for Annual Statements ; 

Messrs. Row, Rhodes, Steadman, Nye, and Doyle. 
On Assets and Investments ; 

, Messrs. Nye, Rhodes, Steadman, Russell, and Morrow. 
On Rate of Mortality^ ll(tte of Interest^ and Re-insurance Liability ; 

Messrs. Smith, Pillsbury, Morrow, Barnes, and Steadman, 
On Taxation^ Deposits and Fees ; 

Messrs, Pillsbury, Doyle, Steadman, Rhodes, and RusselL 
On Legislation ; ' 

Messrs. Smith, Row, Rhodes, Nye, and Russell. 
On Miscellaneuus Questions ; 

Messrs. Rhodes, Smith, Morrow, Barnes, and Row. 

The Secretary submitted the following letter from the President of the 

Association of the North- West. 

Urbana, Ohio, Aug. 21st, 1874. 
Hon. Oliver Pillsbury, ) 

Sec. National Ins. Convention, f 
DJi^AR Sik: — Your circular of tha Oth, calling attention to the next Annual 
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Session of the * ^ National Insnranoe Convention," to be held in Detroit, MicK , Sept. 
2d, is at hand, and I have the pleasure of informing yon that R. J. Smith, Sec. 
of the Traders* Insurance Co. of Chicago, and late President of the Fire Insur- 
ance Association of the North- West ; C. R Bliven, of Toledo, Ohio, General 
Agent of the Howard Insurance Company of N. Y., Secretary of the Association ; 
and £. C. Preston, General Agent of the Detroit Fire and Marine Insurance 
Company of Detroit, Mich., are duly authorized and empowered to represent the 
"Association of the North- West," in said Convention. 

Trusting that you may have a harmonious and profitable session, resulting* in 
great good to the vast interests committed to your care, 

1 am, respectfully yours, 

C. W. MARSHALL, President. 

On motion of Mr. Row, it was voted that any persons who may have 
papers prepared upon any subject relating to Insurance, or wko may 
desire to be heard, be invited to give notice to the Secretary to that 
effect, and that opportunity be given such persons to be beard, when- 
ever it may suit their convenience. 

Gen. Smith introduced Mr. McClintock, Actuarv of the " North- 
western Mutual Life Insurance Company," who submitted a paper en- 
titled a *' Proposition for ascertaining the Ileal Cost of Life Insurance," 
as follows : — 

State supervision has for its chief object, after making sure of the solvency 
of the companies doing business, to furnish trustworthy information concerning 
those companies to the insuring public. Solvency secured, the cheapest insur- 
ance is the best ; and the numerous tables and ratios annually published have 
really no other object than to inform the intending applicant for insurance where 
the desired commodity can be purchased at the lowest cost. 

Is this aim realized in practice? To a certain extent, undoubtedly, it is. 
There is still much to be desired. The multiplicity of *' ratios'' is so great that 
people become bewildered. In one way or another, the weakest company can 
extract consolation from the official reports, while the cod fusion is such as to 
enable opponents to throw some discredit on the claims of the strongest. I do 
not know that I can illustrate the tendency of current opinion better than by 
quoting, as an extreme instance, the following paragraph from a late number of 
an insurance journal opposed to State supervision ; a paragraph which, while 
much too sweeping in its censure, nevertheless reflects, in the main, what 
appears to be a wide-spread sentiment in this regard : 

" So far from being useful, all "comparative Btatemente" and "ofHcial tabulationn of rtrtlOB," to 
fthow the relative condition of ^life insurance companies, are pernicious to the last degree, and for 
these reasoDH : 

*' Ist. Commissioners of different States differ as to methods and rules for valuation. 

'^26. Commissioners, actuaries, and officers of companies differ in opinion as to what oonstitutea 
assets and liabilities. 

"3d. Different companies have different methods of combining assets and liabilities for the con- 
stmction of balance-sheets, by which essentiviUy different results are obtained from essentially similar 
premises ; or essentially similar results are obtained from totally dissimilar premises. 

*• Therefore, when these figures undergo a process of combination which is satisfactory to one able 
mind, it is unsatisfactory to, and called inaccurate by, another equally able mind. Then the force 
of assertion and contradiction begins, and no man is any wiser when it ends.^ 

The suggestion I would make to meet this state of affairs is as follows : Let 
there be required yearly from each company a statement of the actual premiums 
and dividends on certain sample policies, and also of the actual reserve and 
undivided surplus. From these data the commissioner can form comparisons, 
the pertinency of which no company will dispute, and whose value to the public 
can hardly be over-estimated. These comparisons would be made on a very 
simple principle, viz., that the actual cost for insurance and expenses in auy 
policy year is to be found by taking the sum in hand at the beginning of the 
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year ''j^perve, sorpliis, premium) and deducting from it the present value of 
what in left of that sum at the end of the year. 

In carrying this suggestion into effect, it wiU obviously be desirable to avoid 
complication, and for this reason it may be best to limit the number of examples 
to five policies of $10.00Q each, thus : ordinary life issued at 35, three cases, 
each renewing Dec. 31, and issued respectively one, eleven, and twenty-one 
years previously ; and ordinary endowment running fifteen years (or such other 
term as the Convention may select), two cases, each renewing Dec. 31, and 
issued respectively one and eleven years previously — all applying dividends to 
payment of cash premium. 

In each of these five cases the company should be asked to state, in January, 
ISio, the following particulars: actual reserve assumptions, gross annual pre- 
mium, dividend in 1874 and in each previous year, undivided surplus of previous 
premiums, if any, held Dec 31, 1874, for future division, and the same Item 
(undivided surplus), if any, held Dec. 31, 1873, on the same policy. 

From these data the commissioner can make up the cost of insurance (1) for 
the year, and (2) for all previous years of the policy, and these results can bf- 
published in eight columns, the names of the companies being given at the side 
I may be too sanguine in regard to the usefulness of such a table; but m^ 
impression is that the tables and ratios hitherto relied on would cease to be 
consulted by those who candidly look for information, and in all probability 
would soon be dropped from the annual reports of the several insurance depart* 
meiits. 

The preparation of such columns from the data furnished by the companies 
would not be troublesome to the departments. There can be no two opinions as 
to how it should be done, if it be once agreed that the average policy-holder's 
money is worth in his own hands seven per cent. The only preliminary work 
required would be the formation of commutation columns (D and N) on the basis 
of the standard morta'ity table, at seven per cent, interest. 

To find the actual cost of insurance, including expense charge, on any policy 
for the policy year ending Dec. 31, 1874, find the amount in hand from previous 
premiums at that date (viz. , actual reserve, dividend, and undivided surplus if 
any).; calculate, by the standard mortality table at seven per cent, as above, the 
present value of this sum one year earlier ; subtract the value so found from the 
sum in hand at the beginning of the year (viz. , reserve, gross premium, and 
undivided surplus, if any) ; the remainder will be the true cost to the policy- 
holder as if paid Dec. 31, 1873, for the ensuing policy year. 

To find the average actual cost to the policy-holder for the past years of the 
policy, find the present .value, taken at the date of the policy, by the assump- 
tions aforesaid, of all gross premiums paid, and deduct from it the similar value 
of all dividends, and of reserve and undivided surplus actually held Deo. 81, 
1874, from previous premiums; there i.ainder is the value at date of policy of 
the actual cost to the policy-holder during the years in question. This sum, 
divided by the temporary annuity due according to the same assumptions, will 
give the average annual cost for insurance and expenses. 

At first glance the reflection may arise : This might be very good and useful 
information for actuaries, but would the public understand it ? I answer, the 
public could be made to understand it without difficulty. An authoritative state- 
ment of " actual cost of insurance" will be received by many without inquiry 
as to how the commissioner arrived at the figures, while for those who prefer to 
examine the matter to the bottom, the explanation would be very simple. The 
policy-holder has a certain sum at his credit at the beginning, and another sum 
at the end, of the policy year. The discounted value of the latter, subtracted 
from the former, is clearly the cost to him for that year's insurance. 

The utility of tl^e information thus afforded to the public will be apparent at 
once. For many > ears past, the insurance departments have every year care- 
fully compiled columns and even pages of mortality ratios. For what purpose ? 
For no other really valuable purpose than to let the public know which compa- 
n es were most carefully managed in regard to the selection of lives and avoid- 
arioo of unhealthy localities. It is a rough test, indeed, and not an absolutely 
fair one, in view of the average age of the insured varying in different compoinies, 
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yet it is, on tjho whole, one of the most valuable yet iDtroduced, Again, for 
years the commissioners have got together table after table illustrating the 
management of the companies in regard to expenses : tables no doubt useful 
enough in the main, j-et unsatisfactory and inconclusive. To this day there is 
no recognized standard in this regard. Whether such, items as taxes and profit 
and loss should or should not be included under the head of managem.ent expen- 
ses, and whether these expenses when determined should be compared with pre- 
miums or with gross receipts, are questions yet unsettled. And yet again, for 
years we have had set before the public mot, indeed, by the commissioners) 
numerous comparisons in regard to the rate of interest realized on investments, 
comparisons either intrinsically unjust or sure to be denounced as such, owing to 
the uncertainty prevailing as to the correct method of drawing such comparisons. 

I might go further, and admit, if you please, that in prooess of time, and after 
thorough discussion, means might be arrived at for determining these several 
ratios of mortality, expenses, and interest, to the entire satisfaction of all con- 
cerned. What should we have gained ? One set of companies would come out 
ahead in one respect, and another set ahead in another respect, and there would 
still be wrangling and confusion ; and all this time the public whose interests the 
departments have in view would remain uninformed as to where it can buy its 
insurance cheapest. 

Why should the insurance departments go on collecting unsatisfactory statis- 
tics which the public cannot understand, and which insurance men can manipu- 
late ad irifijiitum^ more or less honestly and intelligently, when they can so 
easily procure and publish the net results which the public so much desire to 
know ? The single page of figures which would be given if my present sugges- 
tion be adopted, would contain the substance of all other possible pages so con- 
densed as to be seen at a single glance, and intelligible to all who are able to 
read. 

The information requisite can be obtained from the companies with less lia- 
bility to mistake or misunderst-anding than many items now demanded by the 
commissioners. The standard of reserve maintained by a company can hardly 
be misstated, nor could the dividends or undivided surplus on the policies speci- 
fied be misrepresented without immediate danger of exposure. 

It may be urged that in many cases the answers given by the companies would 
have to be hypothetical rather than actual, since it might easily occur that no 
SUCH precise policies had been issued by the company as those inquired about. 
To this it may be replied that in such cases hypothetical answers should be 
requested, and it cannot be doubted that the answers, certified by the company's 
actuary, would convey true information. As a matter of course, no company 
would be expected or desired to calculate hypothetical dividends on a policy 
issued prior to its own organization. I speak of " hypothetical" dividends, but 
there would in no case be much room for the display of imagination on the part 
of the company's officers. A report as to what the dividend would have been on 
a $10,000 policy issued December 81, at age 85, can be too easily compared, say, 
with an actual policy of $5,000 issued July 17, at age 86, to alford much chance 
for exaggeration, even if any one calling himself an actuary could be found to 
put his name to mistakes of that nature. 

It need scarcely be remarked that Tontine and other peculiar policies, ani 
policies increased by dividend additions, should be explicitly and rigorously 
excluded from these comparisons. It may, however, be found advisable to maks 
a separate inquiry concerning the results on such policies. I may say that whib 
every one of the five cases named would, in my opinion, be absolutely necessary 
to a fair comparison between companies of different ages and working on differ- 
ent plans of business, there is no reason,*; except those of simplicity and conven- 
ience, to forbid the extension of the scheme to any other cases which it may be 
desirable to investigate. In view, however, of the novelty of such inquiries, aud 
the practical objections which may b e raised, I would urge strongly that the 
q'j<:^stions adopted by the Convention be few and simple, and when adopted be 
uniformly and closely adhered to by the various departments. 

The Special Committee on blanks for annual statements of Jjife 
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Insurance Companies, appointed at the last session of this Convention 
submitted the following repoi^t, which was read by Mr. Rhodes : 

The undersigned beg leave to report, that at the last session of the Nationa] 
Insuranee Convention held in Boston, in September, 1878, they were, by resolu- 
tion, appointed a special committee ** to submit to the Life Insurance Companies 
of the United States, copies of the present Convention blank for annual state- 
ments, and of the balance-sheet blank proposed by Mr. Row, with a request 
that each Company shall, before the first of May, 1874, communicate to the 
committee their opinion, in detail, as to the respective merits of each form of 
Statement, suggesting such amendments as may appear necessary ; and that 
said committee present such communications, with their own conclusions thereon, 
for final action." 

Your committee fully carried out the instructions of the Convention by send- 
ing out in December last, to each of the Life Insurance Companies, specimens 
of the blanks mentioned, together with a circular calling attention thereto, and 
requesting such suggestions and criticisms as might seem proper to them, with 
a view to aid the Convention in adopting a uniform, practical blank. 

Here follow communications in response to the circular issued by the com- 
mittee : From the Berkshire Life Insurance Company, Pittsfield, Mass. ; Con- 
necticut Mutual Life, Hartford, Ct. ; Globe Mutual Life Insurance Company, 
N. Y. ; Home Life Insurance Company, N. Y. ; John Hancock Mutual Life 
Insurance Company, Boston, Mass. ; Massachusetts Mutual Life Insurance 
Company, Springfield, Mass, ; Mutual Life Insurance Company, N. Y. ; North- 
western JVIutual Life Insurance Company, Milwaukee, Wis. ; Travelers' Insurance 
Company, Hartford, Ct. ; and the Washington Life Insurance Company, N. Y. 
Also articles fi'om the Insurance Mbnitoj' and the American EoccJiange and 
Review y all favoring the adoption of the ''Balance-sheet Blank," but some of 
them suggesting slight amendments. 

The Committee then proceed as follows : 

In presenting the foregoing communications, the committee desire to express 
their thanks to the persons making them, and their regrets that they are unable 
to lay before the Convention a larger number of letters of advice from the com- 
panies they addressed. 

In obedience to the latter clause of the resolution under which your special 
committee was appointed, they respectfully submit herewith their own con- 
clusions on the forms of statement for Life Companies. 

The consideration of a uniform blank for the Annual Statements of Insurance 
Companies, was one among the many important subjects that led to the organi- 
zation of the convention of officers having charge of insurance .in the several 
States. That the Convention Blank now In use has been of much benefit to 
Company and State, in that the expense and trouble of making annual returns 
has been measurably lessened, and the condition of the Company more clearly 
revealed. Notwithstanding the advantages already derived, your committee are 
decidedly of the opinion that the Convention form of Statement, as to Life, is 
capable of radical improvement, and that in the light of past experiences of the 
several Commissioners, changes are demanded which shall more perfectly reveal 
the actual premium and interest income of the Company from year to year ; 
and, in short, present in a concise form the different sources of actual income 
and actual disbursements, and the character of the realized asseU in possession to 
balance. 

The Convention early recognized the propriety of avoiding all useless interro- 
gations, and aimed to perfect a uniform blank, which, while demanding of the 
Company its true condition, should not impose unnecessary burdens. Pursuant 
to such a policy, and at the first Convention in May, 1870, the blanks in use by 
the different States were carefully compared, the best features of each retahied, 
and a new form adopted, in harmony, so far as possible, with then existing laws. 
As legislation changed, in accordance with recommendations of the Convention, 
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this oompromise blank was modified more or less at each of the two succeeding 
sessions of the Convention in New York, The committee is satisfied that 
further improvement" is demanded arid can be made. 

The Balance-sheet Blank is designed to show the condition of the Company, 
and at the same time compose a balance of the net or realized assets. Its 
departure from the Convention Blank consists mainly in a rearrangement and 
transposition of the interrogatories, as to Income and Disbursement, and a 
separate classification of the net or realized assets of the Company, which form 
the actiuil ledger balances^ distinctly separating such realized or net assets from 
those items which have not passed through the channel of actual income, but 
which are in expectancy and yet unrealized. 

It is further designed to correct the following among other erroneous pra<;tice8, 
which have obtained with some Companies in- keeping their accounts, viz. : 

1st. Charging up and reporting as annual income amounts of uncollected, 
unreported, and deferred premiums. 

2d. Charging up and reporting as actual income, unpaid and accrued interest. 

Such a system of accounts is apt to lead to grave irregularities, and withal 
absolutely prevents any true computation of ratios of expense to income. 
Moreover, any system of manipulating the interest accounts by charging up 
interest as received which has not been collected and paid in^ confuses and blinds 
the chart by which the reckoning of true progress in a life insurance company 
can be determined. This Balance-sheet Blank is designed not only as a check 
to the income and disbursement accounts, but as a delineator of the bona iide 
realized assets composing the net balance. There is a wide diiference between 
the assets of a Company which are in possession and those in ex])ectancf/. 

In this form of statement the expectant assets which have not passed through 
income are denominated " other assets," in contradistinction to those forming- 
the net balance. 

The ''other assets," such as mterest due but not paid, accrued interest and 
rents, market value of assets over cost, uncollected and deferred premiums, etc. , 
are legitimate assets, but are yet in expectancy, and hence form no part of a 
true net balance. For instance, the amount of unreported or deferred premiums 
on the last day of the year is a large item in the statements of most Companies. 
If these are counted as actual income, and are sworn to as having been actually 
received, but from lapses or other cause are never realized, the income account 
is in confusion, and cross entries must be made to offset. Such a method lum- 
bers up the books with fictitious figures, and prevents a simple, straightforward 
statement, which Companies ought to be able to give. 

The same contingency of collection which is inherent in an uncollected pre- 
mium does not attach with equal force to the items of accrued interest or 
interest due and impaid ; but the practice of making oath that such interest has 
actually been received and is a part of cash income is reprehensible, morally, 
and cannot be defended as in harmony with a correct system of accounts. 
There are other contingencies, besides non-payment by the mortgagor of interest 
due, in the way of its actual receipt by the company, which readily suggest 
themselves. 

The testimony concerning the desirability of a balance 'is abundant. Space 
will not permit any extended quotations, but reference is made to the report for 
1869, of the Hon. John E. Sanford, ex-Insurance Commissioner of Mass. ; to 
the reports of Hon. G. W. Smith, Insurance Commissioner of Ky., and to other 
State Insurance Reports. Also to the writings of D. Parks Fackler, of N. Y., in 
the August number of the Spectator for 1869. 

Your special committee understand that this Convention is fully committed 
and on record concerning the necessity of requiring a balance-sheet, as a part of 
the annual statement of a Company. 

It seems to us that the main question for the Convention now to settle is, — 
shall the balance be shown on the basis of net assets or on the basis of gross 
assets ? Or, in other words, shall a line of separation be drawn between actual 
bona fide possessions and those items which are in expectancy ? 

At the first session of the Convention in New York, a schedule balance-sheet 
was appended to the Convention Statement, in form as follows : 
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1. Total Available Assets at be- 

ginning of year 

2. Year's income as above stated 
8. Balance of Investment Ac- 
count Credit side 

4. Balance of Profit and Loss 
Account Credit side 



Aggregate. 




1. Expenditures for year as 

above stated 

Balance of investment Ac 

count Debit side 

Balance of profit and Lous 

Account Debit side 

Total Available Assets at end 

of year, as above stated 



Aggregate. 



$ 



I 



$ 



This form of balance is predicated upon the gross assets, that is, those -which 
have been received and invested, and those which are yet to be realized. We 
are of opinion that such a system of balance is no real check upon the income or 
disbursement accounts, and that the summary of figures presented does not 
reveal the true progress of a company, nor the hardpan facts as to its true con- 
dition. 

A balance predicated upon the net or realized assets, is shown by the following 
illustration, (Balance-sheet Blank.) 

Balance of net assets Dec. 3 1 , 1872 $265,930 73 

Total actual income of 1873 .* 250,355 11 



Total $522,2eC 84 

Disbursements of 1873 148, 739 24 



Balance Dec. 31, 1873 $373,546 60 

Invested in the following assets, as per ledger accounts, viz. : 
Mortgages $240,347 20 



Collateral loans. 
Loans to policy-holders. 
Premium notes or liens 

Stocks and bonds 

Cash on hand 

Cash in bank 

Bills receivable 

Agents' ledger balances 



4,750 00 

1,000 00 

4,341 25 

50,006 29 

35,184 31 

21,583 83 

1,028 35 

9,305 37 



Total net assets as per balance above $373,546 60 

Then follow 

OTHER ASSETS. 

Interest due, $1,462 50, and accrued, $7,846 56 on 

bonds and mortgages $9,809 06 

Interest accrued on bonds and stocks 733 34 

Interest accrued on collateral loand 150 00 

Market value of bonds and stocks over cost 1,187 71 

Gross premiums due and unreported on 

poUcies in force Dec. 31, 1873 $54,926 40 

Gross deferred premiums on policies in 
force Dec. 31, 1873 26,536 70 

Total $81,463 10 

Deduct th<j loading, 20 per cent, on above 
gross amount 16,292 62 



Net amount of uncollected andi deferred premioms $65,170 48 
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Furniture, fixtures, and safes at cost, $2,557 05 ; com- 
muted commissions, |:J9,634 80 $42,091 01 

Claim for excess deducted from uncollected and deferred 
premiums 8,140 31 

Total of other assets $120,788 81 

Total assets $500,835 41 

Deduct items not admitted 59,293 41 

Total admitted assets $441,042 00 

ITEMS NOT ADMITTED. 

Furniture, fixtures, and safes, 50 per cent, of cost $1,278 53 

Commuted commissions 39,534 86 

Agents' balances 9,305 87 

Bills receivable 1,028 35 

Balance of loading, over cost of collecting premiums. . . 8,146 31 

Total items not admitted $59,293 41 

By an arrangement like the above, the realized assets are shown distinctly in 
the net balance. The "other assets" are as prominently set forth as in the 
Convention form, and a^check upon the fictitious income is maintained. 

The main object of any form of statement should be to present a succinct 
inventory of effects and how obtained, for the personal inspection and verifica- 
tion of the Commissioner, at the home office of the company. A form of state- 
ment which is predicated upon, and requires a correct system of accounts is 
highly desirable. 

Your committee have given this matter somewhat lengthy consideration, be- 
lieving it to be of great importance to the several States and to the Companies. 
In closing, they unqualifiedly indorse the general principles upon which the 
Balance Sheet Blank is founded, and recommend its adoption by the Convention, 
as a uniform blank, modified in details as may seem best to the Commissioners 
in the light of their several judgments, or of the communications submitted. 

The committee beg to be discharged from the further consideration of the 
subject. 

JULIUS L. CLARKE, 
SAMUEL H. ROW. 

On motion of Gen. Smith, the report was accepted and laid upon the 
table. 

The Secretary gave notice that Mr. R. J. Smith, delegate from the 
** Association of the North-West," would submit remarks to the Con- 
vention to-morrow forenoon upon the subject of taxation. 

On motion of Gen. Smith, the report of the Special Committee on 
Blanks was taken from the table for consideration. 

Commissioner Rhodes acknowledged that he had given the subject but little 
attention ; but would throw out some hints. Could not the annual statements 
be made more valuable by enlarging them and going more into detail ? He would 
exact of the companies the items of their premium and income and dividend ac- 
counts. Is it not important to know of what they are made up ? If a life com- 
pany makes a profit from lapses, is not that a source and item of income ? 
Ought not the profit derived from this source to be known ? Can a correct bal- 
ance sheet be constructed without it ? Suppose policies are purchased for 50 or 
75 per cent, of the reserve ? Is there not a profit in this ? Again, he wished to 
press it upon the Convention that he had not thought much upon the subject. 
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Mr. E. W. Peet, the actuary of the Pennsylvania department, remarked that 
the yearly increase of net assets should correspond with the yearly increase of 
income over disbursements ; but the increase of sio'pliLa need not, and generally 
will not, correspond with the increase of assets. There is one thing which 
ought to be got at in some way. The premium income should be so divided as 
to show what part of it is a bona fide receipt for premiums, and what is a mere 
matter of bookkeeping. The surrender values and the dividends used in th* 
purchase of paid -up or additional insurances are not premium receipts in any 
proper sense of the word, and should not appear in the statements as such. 

After further remarks the report was referred to the Standing Com- 
mittee on Blanks. 

Mr. Row offered the following preamble and resolution, which, on his 
motion, were laid upon the table. 

W/iereaSy The laws of the several States contain a clause relating to the or- 
ganization of stock fire insurance companies, to the effect that the capitals there* 
of shall be actually paid up in cash ; and 

Whei'eaSy The custom has obtained to a certain extent of organizing companies 
by exchanging stock for mortgages upon the lands of stockholders ; therefore, 

Jtesoloed^ As the sense of this Convention, that the practice of taking such 
mortgages for stock is contrary to the spirit and true interest of law, adverse to 
the interest of the insuring public, and should not be countenanced by official 
sanction. 

Mr. !Nye submitted the following preamble and resolution, which, on 
his motion, were referred to the Committee on Taxation. 

Whereas, It is an aim of wise legislation to facilitate the business of insurance, 
and so to encourage the virtues of prudence and economy among the people ; 
therefore 

Resolved, That it is inequitable and against public policy to impose upon in- 
surance any greater burden of taxation than upon the necessaries of life, and in 
particular that the gross premium receipts of insurance companies are not a 
proper basis of taxation. 

On motion of Mr. Rhodes, voted to adjourn, to meet at 10 o'clock 
A.M., Thursday. 



SECOND DAY— THURSDAY. 



FOBENOON. 

The Convention met, pursuant to adjournment, at 10 o'clock A.M. — The 
President in the chair. 

Minutes of the proceedings of the previous da;y were read by the Se- 
cretary, and approved. 

On motion of Mr. Row, the following waa adopted as the order of 
business for the present session. 
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1st. Reading Mimites of the last meeting. 

2d. Reports of Special Committees. 

3d. Reports of Standing Committees. 

4th. Miscellaneous business. 

In accordance with previous notice, Mr, R. J. Smith, of Chicago, in 
behalf of the " Association of the North- West " (Fire Underwriters), 
submitted the following upon the subject of taxation, which was re- 
ferred to the committee on that subject : 

Mr. President, and Gentlemen op the Convention — Your imitation to 
present in form our views upon the subject of insurance taxation was as xmex- 
pected as it was courteous and generous. Notice of our appointment to repre- 
sent the Fire Underwriters' Association of the North-west came to us at so late a 
day that we had no time, even had we anticipated your courtesy, for such a 
preparation as should have been made, to properly present the great number of 
facts and arguments, a thorough knowledge and digest of which is necessary to 
any useful consideration of the subject. 

Having at the annual meeting of our association — held at the city of Louis- 
ville, Ky. , in May last — presented a report which embodies our views, we beg 
your indulgence in submitting it at this time for your consideration : 
" The difficulties surrounding an equitable adjustment of this important ques- 
tion, and especially the great variety of opinions which obtain, as how best to 
effect such an adjustment, renders the duty devolved upon us an exceedingly 
unsatisfactory one, as doubtless the discussion of the subject will be to your 
Convention and the interests it represents. Besides this, so much has been said 
jji'o and con, and the ground so thoroughly gone over by others, there appears 
little else to do than follow a beaten track. 

The following table represents the per cent, of taxes on fi^e and marine pre- 
miums, as exacted of insurance companies in the different States : Alabama, 1 
net ; Arkansas, as personal property ; California, 3 net ; Colorado, 1 ; Delaware, 
$100; Georgia, 1; Illinois, same as other property; Indiana, 8 net; Iowa, 2^ 
Kansas, 2 ; Kentucky, 2^ ; Louisiana, 1 ; Maryland, l^over $20,000 on all kinds 
Massachusetts. 2 net ; Michigan, JJ; Minnesota, 2 ; Mississippi, $1,000; Nebras 
ka, same as other property ; Nevada. 2 ; New Hampshire, 1 ; New Jersey, 2 
New York, 2 ; North Carolina, 1 ; Ohio, same as other property ; Pennsylvania 
3 ; Rhode Island, 2 ; South Carolina, 1 ; Tennessee, H ; Texas, $250 ; Virginia 
2; West Virginia, 3; Wisconsin, 2. From -.v^ "ch it appears that seven States 
levy no tax ; five States levy from 1 to 8 per ctnt. upon net premiums ; twenty- 
three States levy from 1 to 3 per cent, upon gross premiums ; four States tax 
the same as other property, and three States charge a flat license to insurance 
companies of other States for the privilege of doing i.usiness within their respec- 
tive State jurisdictions. 

It will be borne in mind that these taxes are laid upon insurance companies 
only, and solely upon those organized under laws of another State than that where 
the tax is levied. 

Taxation is of two kinds, direct and indirect — one being laid upon persons and 
property, and the other upon privileges. It is the latter with which we have to 
deal. The points your committee desire to make, are : 

First— The fundamental rule of taxation is, that it shall be general, and applied 
to all proportionally alike, and uniform as to the class npon which it operates. 
Second — That a State law regulating taxation cannot discriminate between its 
own citizens or institutions and those of another State ; and further, that such 
law cannot extend beyond the State jurisdiction. 

The constitutional provision that *' full faith and credit shall be given in each 
State to the actis, records and proceedings of every other State," would seem to 
imply that corporations organized under u law of a State, when such law confers 
upon the corporation the rights and immunities of a citizen, as to the status in 
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the courts of the land, the manner of acquiring and transferring property, trans- 
acting any kind of busiaesa anywhere ; that insurance companies, for all pur- 
poses of their organization, would come within that other constitutional provi- 
sion, '^ that citizens of each State shall be entitled to all the privileges and im- 
munities of citizens of the several States,^' and hence should hav^ exactly the 
same standing as like institutions of a local organization. 

We do not deem it necessary to cite the numerous cases which from time to 
time have been adjudicated by the courts, involving this question of corporate 
citizenship, and practically recognizing in corporations many of the attributes of 
citizenship. A reference to the books will be sufficient. 

Business of vast magnitude is now almost entirely done by corporations, 8im« 
ply because its very magnitude is too great for the individual ; and necessitates 
the aggregation of talent and capital which can be utilized in no other way than 
by an association, having, as to property, business, and privileges, all the rights 
of citizenship, or, if you please, of its individual member^, for a citizen cannot 
be deprived of his individual rights simply because he happens to be acting in a 
corporate capacity. Not only are these rights of citizenship necessary for the 
protection of the individual member of the corporation, but also of the rights of 
those with whom it has to deal. 

Hence, not only the courts have repeatedly recognized this citizenship, but the 
statutes of the United States, as well as those of the individual States creating 
corporations, have distinctly vested organizations created by such laws with such 
citizenship, and thus, for all practical purposes, bringing such corporations within 
these constitutional provisions. 

Several State legislatures have, in effect, substantially nullified these provi- 
sions by laying onerous taxes upon insurance corporations of other States, while 
such taxes are not laid upon similar companies organized under their respective 
State laws, thus also violating the f undl&mental rule of taxation as to uniformity 
and class, and the local courts having apparently sustained such legislation. The 
companies have so long submitted to the imposition of such taxes that the cus- 
tom has almost become a law. 

We, however, venture the opinion that such legislation is illegal, and in point 
of fact has not been so sustained ; but that most, if not all the cases adjudicated 
upon, leaning to this side of the question, have been upon legislative acts of a 
local character, involving some police or health regulation, or ''comprehends 
that commerce which is completely internal, which is carried on between man 
and man in a State, or between different parts of the same State, or which does 
not extend to or affect other States," and applicable alike to resident or non-resi- 
dent citizen or corporation, and hence within the constitutional provision ; and 
further, that in every case wherein a law discriminating between resident and 
non-resident citizens or institutions has been involved, the courts have held such 
law to be invalid, because of such discrimination ; on the other hand, all the 
State laws regulating taxation held to be valid, were so held because they did 
not discriminate in favor of citizens or institutions of the State enacting the 
law. 

In the case of State vs. North, 27 Missouri, 469, 1858, it was held that *' a 
State law requiring merchants dealing in the manufactures of a sister State, to 
take out a license, establishes a discrimination, and is unconstitutional." 

In the case of Ward vs. The State of Maryland (Legal Intelligence, January 
12, 1871, p. 5), it. was held by the Supreme dourt of the United States that " a 
State law iiiiposing a license upon citizens of other States greater than on her 
own citizens, is unconstitutional," because such a tax was discriminating against 
the commodities of citizens of other States, and repugnant to the Federal Con< 
stitution. 

The same view substantially has been held in cases deciding certain tax and 
license laws of States to be constitutional simply because they did not discrimi- 
nate between resident and non-resident citizens — vide Hinson vs. Lott, 8 Wal- 
lace. 152, 18(>8, where the Supreme Court of the United States held that a law 
of the State of Alabama was constitutional because ''it applied alike to the ar 
tide manufactured within the State as well as that made in another State.'' So 
in Woodruff vs. Porham, 8 Wallace, 123, 18(i8, the same court held that a State 
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iaw imposing a uniform tax upon its own citizens as well as upon oitizens of 
other States, was valid, because there was ^^no attempt to discriminate injuri- 
ously against the products of another State." 

'^It is, of course," sajs fui eminent authority, *^ indispensable to the very ex- 
istence of government that it should have the power of raising a revenue ade- 
quate to its necessary expenditures ; but at the same time, as power of taxation 
is one of the most dangerous powers with which the government is intrusted, 
and has been more frequently abused than any other, it requires to be guarded 
with peculiar care." Hence it should be limited to the necessities of the State, 
because unlimited taxation means simply destruction, and it should be so levied 
that every person or corporation should pay a tax in proportion to his or its pro- 
perty, and be imposed upon the class to which it belongs uniformly. 

We are of the opinion that the court of final resort would hold a tax upon any 
lawful business within a State, carried on by citizens or corporations of another 
State, when such business carried on by citizens or corporations is not taxed, to 
be unconstitutional, because non-resident citizens or corporations should not be 
subjected to any higher taxes than resident citizens or corporations. The power 
requiring such a tax implies the power of prohibition. * ^ This was the very 
evil," says the court, in Brown m. Maryland, 12 Wheaton, 319, ^^ against which 
the constitution was intended to guard. " The courts have further said on this 
point, that the object of the constitutional provision giving citizens of each State 
all the privileges of the several States, and also of reserving to Congress the re- 
gulation of commerce, was for the ^^ very purpose of preventing States from exer- 
cising the taxing power to the injury of each other, and of the Union. " 

If States were permitted to discriminate in taxation, they might do so with no 
limit but discretion, and might so discriminate as would produce the very aliena- 
tion which these constitutional provisions were intended to prevent, giving, as 
they do, to the citizen or corporation National rights, that they may not feel as 
foreigners in another State, but have free intercourse for all purposes of trade or 
traveL ' 

Hence it appears to your committee that the statutes by which the taxes re- 
ferred to in the foregoing table as being laid by the several States upon the in- 
surance companies of other States, and not laid upon the insurance companies 
of those States respectively, are invalid, and ought not to be enforced. 
'l\ But it is said that insurance does not come within the definition of commerce, 
therefore the privilege of companies doing business in another State than 
where they are organized is one of mere sufferance, and are subject to such li- 
cense or tax as may be imposed upon them by the States respectively. 

While we are of the opinion that what has already been said covers the point 
fully, they venture to cite an eminent judicial authority, where it was broadly 
intimated that insurance did come within the definition of commerce — and tih&t 
in the power reserved to Congress regulating commerce, ** Congress might legis- 
late upon some, if not all the subjects of commercial law, so as to produce a gen- 
eral uniformity throughout the Union ; as, for instance, enact a law relating to 
insurance, to make it the same in all the States. "J3 

Insurance may be termed the handmaid of commerce, being governed substan- 
tially, if not wholly, by commercial law, and in its relations to commerce is 
second only, if at all, to that of banking, and involves in this country alone the 
investment of over $100,000,000 in capital and assets, and carrying a contmpent 
liability greater by far than the entire National debt, and possibly, greater than 
the sum of the aggregate debt of the several States added to it. 

In its very inception, insurance was almost coeval with commercial transac- 
tions, and its growth has been parallel and co-extensive since. The commerce of 
the world could not be transacted without its essential guarantee of protection 
to the merchant and manufacturer, and to the farmer as well. 

The power of discriminating taxation being denied, we come to another phase 
of the question, to wit : the tax on gross premiums. The power of taxntion be- 
ing limited to the business, persons or property within the jurisdiction of the 
authority to tax, the laws of such authority can have no extra territorial jurisdic- 
tion. Hence the actual »ltit8 of the thing to be taxed must determine the place 
of taxation— otherwise, in the words of a late decision of the Supreme Court of 
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the TJnited States, it ^^ wotdd be, under the name of taxation, an oppressive ex* 
action, made without constitutional warrant, amounting to little less than an 
arbitrary seizure of private property.'* 

Agency companies require the premiums received by their agents for policies 
issued to be remitted monthly to the head office ; hence this would seem to de- 
termine where they should, if anywhere, pay tax, because when premiums, even 
If they be classed as property, are out of the State, there can legitimately be no 
tax laid upon them by such State. 

At best, the* taxing of gross premiums is like taxing gross deposits of a bank, 
or the gross receipts of a railroad, manufacturer, merchant, or farmer ; it is 
even more inequitable, for premiums are themselves a tax ; hence a tax on 
them is the worst species of a tax — a tax on a tax. A tax on gross premiums 
extorts from the business a tax of from three to five times greater than that laid 
upon any other kind of property or business. It has been well said, if such legis- 
lation can be enforced, that investors in one kind of business will be compeUed 
to surrender so much of their property as public clamor may require. 

We note with pleasure, therefore, that some of our largest States have so al- 
tered their laws that a moderate tax only — ^not exceeding that levied upon per- 
sonal property — is now charged upon net premium receipts, in lieu of all other 
taxes and licenses. 

The principal object of insurance is protection ; hence it should be entitled to 
a consideration it does not now generally receive. 

No one, probably, will object to the requirement that the capital invested in 
insurance, wherever situated, shall pay a tax uniformly laid upon the class to 
which it belongs ; and possibly but few, if any, object to a tax upon the aggrega- 
tion of assets in tbe way of profits, whenever such profits shall be realized. But, 
if a tax be laid in such a manner as to more than absorb the profit, the revenue 
will cease, because the occupation of the capital invested will fail to be pro- 
ductive. 

We beg to append herewith the following resolutions, which were unanimously 
adopted at the last annual meeting of the National Board of Fire Underwriters 
as an expression of the views of the most experienced underwriters in the 
country : 

Jiesolved, That this board recognizes with pleasure the efforts of the officers in 
charge of many of the insurance departments in procuring wise and wholesome 
legislation in their several States, and that we pledge our hearty co-operation in 
securing such further reforms and legislation as shall give to the several States 
a just and fair equivalent for the privileges g^ranted to companies from other 
States, and security to their citizens who seek from such companies protection 
for their propeity against loss by fire. 

Besoived, That we deem that to be. the only wise and rightful basis of taxation 
which is founded on the net value to the companies of the concession granted by 
the several States, and that while we must ever regard any such taxation as a 
tax on the prudence and forethought of the insured, we have a right to ask and 
demand, that if we are to be taxed at all, such taxation should be based on what 
we make and not on what we lose — our profits, not our losses. 

Mesoived^ That taxes levied on gross receipts are unjust and oppressive, and are 
alike opposedJbo every consideration of justice and the dictates of Qommon sense. 

Resolved^ lAiat we in-vite the co-operation of all State officials, and of all 
friends of so.und underwriting to unite with us in securing uniform and just 
laws regarding this most important matter, to the end that these great interests 
so essential to the welfare of the State, may be relieved from the unjust burden 
to which they are now subjected. 

On motion of Mr. Nye, the resolution (See page 11) offered the pre- 
vious day by him on the subject of taxation was read. 

Mr. Charlton T. Lewis, of N. Y., Sec. of the " Chamber of Life In- 
surance," by invitation addressed the Convention on the resolution as 
follows : 
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*• Mb. Chairman and Gentlemen : — 

'* The commissioners or superintendents of insnrance are the proper advisers 
of the State legislatures upon questions of legislation affecting the insurance 
business. They have repeatedly met in convention, and passed resolutions giv- 
ing formal expression to their advice on this subject ; and have even gone so far 
as expressly to recommend to the legislatures a tax upon premium receipts, a 
recommendation which several States have adopted. If, then, I shad be able to 
show that such taxation is wrong in principle ; is contrary to public policy, and 
oppressive to the interests of which you are the official guardians ; you will per- 
ceive, gentlemen, that in asking of you the passage of this resolution, we are not 
asking any favor for the companies, nor any act which lies out of the line of 
your admitted duty ; we simply ask that you will act in the spirit which evi- 
dently controls your whole course in this Convention, that of a faithful care for 
the interests confided to your protection. 

** You are aware that several of the States you represent levy by law a tax 
upon the premiums collected by insurance companies within their territory. 
This tax, in the first place, is collected by the wrong government. If a man or 
a company, residing in Massachusetts or Wisconsin, sells anything to citizens of 
Ohio or Michigan, he may be taxed on his business by Massachusetts or Wiscon- 
sin, where he lives, and under who$jp protection his business is carried on; but on 
what principle can he be taxed by Ohio or Michigan ? It would be a precisely 
parallel case if this, or any Western State should attempt to tax merchants of 
New York on their sales of dry goods or groceries to citizens of the taxing State ; 
or if New York should assume to tax citizens of Illinois on sales of breadstuffs to 
New Yorkers. True, such a tax as this is forbidden by the constitution of the 
United States, which will not permit any State to discriminate, in its taxation, 
against citizens of other States. Wherein, then, do the cases differ ? How comes 
it that some States can and do impose on insurance companies burdens which 
the constitution itself prevents them from imposing on the business of private 
citizens ? Simply in this, that the constitution, as at present interpreted by the 
courts, does not extend the same protection to citizens who are associated in 
corporations as to citizens who act individually ; it does not prevent the States 
from oppressing corporations, from imposing burdensome and imjust taxes upon 
them. The States even have the mioer^ to a large extent, to confiscate the funds 
saved by the heads of families for tne deliverance of their children from poverty 
and ignorance, if these funds are held in trust by incorporated societies. But 
there is something above power, and that is what I ask you to consider. Even 
if there were no constitutional hindrance in the way, no sensible man would ask 
the States to tax the merchants of Boston and New York upon sales to their citi- 
zens : nor can a reason be suggested for tolerating such a tax on sales of insur- 
ance which would not apply as well to sales of clothing or machinery. 

**Nay, any such reason would apply better to all other articles than to insur- 
ance. For what other article is there, heavv taxation on which would do such 
injury to the community imposing it ? Not merely that the burden must fall at 
last on the citizens of the State levying the tax, and on the most provident and 
useful class of these citizens, as I shall presently show ; but that it is a tax 
which directly discourages aU the best habits and characteristics of civilized in- 
dustry, and tends to retard every form of progress. It is not necessary, before 
this audience, to explain how intimately the business of insurance is interwoven 
with the entire fabric of society, and how essential a part it is of the system by 
which wealth is produced and accumulated. You are at once students of politi- 
cal economy and men of practical business ; and in each capacity you are famil- 
iar with the universally admitted theory, on one side, and the universal experi- 
ence on the other, which prove that, if the insurance business were suppressed, 
a large part of the motive and the energy of men, in producing and saving, 
would be taken away. It is uncertainty as to the rewards of labor and abstinence 
that discourages men ; and the institution which enables them to make it certain 
that all the fabric of their industry will not be swept away suddenly by a calamity 
which cannot be foreseen, is a chief power in promoting the habit on which all 
prosperity depends. This is so true that the extent to which fire and life insur- 
ance prevail in any community is to-day a fairly exact measure of their rate of 
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progress in wealtli and civilization. These institutions are essential to the peo- 
ple, and no more unwise legislation can be devised than that which discourages 
their growth, or increases their cost. 

*^ Again, the taxation of premium receipts is a tax of the most^ odious kind in 
respect to the basis u.pon which it is levied. It is analogous to the old plan of a 
" tax^on sales," which is the scorn of every economist. The only scientific prin- 
ciple on which taxes can be levied is admibted to be the distribution of them ac- 
cording to the profits which each tax-payer enjoys under the protection of the 
Staiie. Productive business is expected to yield to business men, not only a 
return of the capital put into it, and their necessary cost of living, but a surplus 
as profit ; and it is for the sake of this profit that it is carried on. It is univer- 
sally admitted that the gross amount of business done is no fit measure of taxa- 
tion, but only the profit it yields. To tax the man who sells a million of dollars* 
worth of goods at one per cent, profit, and the man who sells one-tenth of that 
amount at twenty per cent, profit, according to their sales, would be gross inequity. 
Hence the object in adjusting tax laws is to cause the burden to fall as nearly as 
possible in proportion to profits. It has, indeed, been found by the experience 
of several nations, that the taxation of gross sales is the most destructive and 
wasteful form in which commerce can be oppressed by a government. 

' ' To apply this rule to insurance, what are the profits of this business, and 
what is, therefore, the proper measure of the taxation to be laid on it ? I am 
not speaking of the incidents and relations of the business, of the salaries of offi- 
cers, the fees and commissions of agents, and the like. These are individual in- 
comes that must bear their share of the common burden, and have no claim to 
exemption. But the business of insurance in itself, being the business of miti- 
gating individual losses by distributing them, is in its nature without profits. 
A manufacturer produces clothing or rails which are worth more than the raw 
material he us .s and the wages he pays ; and the difference is his profit. A 
merchant sells goods for more than they cost him, including the expenses of 
transporting and of caring for them, and the difference is his profit. But when 
two or three or ten men agree together, that, if a certain calamity befall one of 
them, the others will help him or his family bear it, nothing is produced that 
can be sold, there is no profit. And this is the insurance business in its integrity. 
If a tax is laid on this agreement, it is a tax upon the funds brought together to 
mitigate the calamity ; there are no other funds out of which it can come. The 
money is taken, in life insurance, out of the provision made for the widow and 
orphan ; and the honest, manly, equal way to levy it would be to lay the tax 
directly on the policy when paid. 

" This is always done indirectly, no matter how the tax is levied, but the real 
effect of it is only increased by the indirection. A tax that should take away 
from the funds left by every provident man for his family two or three per cent, 
of the whole amount, while no one has ever proposed it or is likely to propose 
it, would be less oppressive and less inequitable than the tax now levied by 
many States on premiums. 

'* Another fatai object ion to this method of taxation is the excessive amount of 
it wherever it is resorted to, and the facility with which it is increased upon the 
slightest temptation. Some of you are familiar with the tax of three per cent, 
on the so-called dividends of Life Insurance Companies, imposed by Congress 
during the war. These *' dividends," or return premiums, in the 3Iutual Com- 
panies, amount on the average to about one-tenth of the premiums ; and the 
tax, therefore, was equal to about three-tenths of one per cent, on the premiums. 
But as soon as the attention of Congress was properly called to the real nature of 
the business, it was admitted that no tax ought to be collected from it, since 
these returns were not profits or income, but merely a reduction in the cost of 
insurance. Although the needs of the country were then extreme, and every 
passible source of revenue was sought for, Congress did not hesitate to exempt 
return premiums of life insurance from taxation , and while the general tax on. 
profits and income was necessarily raised to five, and then to ten per cent., this 
exemption was steadily maintained. The principle that the business whose sole 
aim is to enable men to bear one another's burdens ought not to be discouraged 
by law. Was consistently upheld, and Congress refused to take even three-tentha 
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of one i)er cent, from these premiums during the nation^s struggle for life. Yet 
some of our States, -under no such pressure, are now exac^g from this busineas 
a tax ten times as great as that which Congress would not maintain because it 
was unjust and oppressive. It requires careful reflection to comprehend the 
extent of this burden. You weU remember the excitement and remonstrance 
stirred up in the financial centres of the country by the tax of one -twentieth of 
one per cent, on sales of stocks and bonds — how bankers and brokers cried that 
their business was ruined ; how Wall Street referred its dullness and decline to 
the tax ; how even political economists of note demonstrated that the impost on 
exchanges was unwise ; and how Congress took the first opportunity of a fuU 
treasury to repeal it. But here is a tax sixty times as great, levied to-day, not 
upon the investments of capitalists, but upon the savings of husbands and 
fathers ; not upon the speculations of the rich, but upon the barrier which 
industry is striving to erect against poverty. And the example set by such 
States as Pennsylvania and Michigan in this direction is improved on by counties, 
cities, and towns, until there are places which I could name in which the work- 
ing-man cannot insure his wife against being left destitute by his death, without 
paying in taxes almost a year's interest on every dollar he pays in premiums. 

** The worst of these evils evidently lies in the adoption of the premium as the 
basis of taxation. There is no principle to justify it, and therefore there is no 
rule by which the amount of such taxation can be regulated. Admit the right 
to tax premiums, and there is no limit short of confiscation that can be imposed 
upon legislatures and municipal councils in their levies upon this business — and 
the taxation now practised by many of them is confiscation. We therefore 
respectfully ask you, gentlemen, as the official and authorized advisers of the 
States in insurance matters — not to commit yourselves to any theory of taxation 
or of exemption; but simply to declare tliat— whether insurance ought to 
be taxed or not, whether taxes upon it ought to be levied in one way or in 
another — the premium receipts of the companies are not a proper basis of 
taxation. This is a point on which we cannot differ, however far apart we may 
be on other topics ; and that it is important enough to demand an expression of 
opinion from you is obvious, not only because this erroneous and burdensome 
method of taxation has been adopted in many States, but because this Conven- 
tion was called upon to discuss and decide upon it at its very first session ; and 
did utter a decision which, I am sure, you all now regard as incorrect." 

Mr. A. F. Harvey, Actuary of the St. Louis Life Insurance Company, agreed 
with the last speaker that taxation of premium receipts is wrong and should be 
abolished altogether. He had succeeded in demonstrating this fact to the satis- 
faction of the Missouri Legislature, which had thereupon abolished such tax. 
He knew it would be a delicate, and perhaps difficult, matter to wipe out such 
taxes. But there should certainly be an effort to that end, and the commis- 
sioners can do much to accomplish that end. 

Mr. E. A. Hewitt, of New York, editor of the Chronicle, thought the resolution 
of Commissioner Nye covered as much ground as the Convention should properly 
attempt to cover. The insurance companies have been taxed beyond all justice, 
and this tax has come out of the policy-holders in the end. That insurance com- 
panies shonld pay some tax on their investments, and for the protection afforded 
to them by the several States, there is no doubt. The question is how to dis- 
tribute this taxation equitably. This, in the matter of a mutual life insurance 
company, is a question of great difficulty. His own view was, that the proper 
basis of taxation was the measure of the value of the privilege conceded by th«=i 
State. The State has an undoubted right to demand pay for the privilege of 
doing business within its borders. On this point he was a State rights man. 
To find out the exact measure of the value of this privilege is a question for wise 
legislators. 

J T. Liggett, of the Michigan Mutual Life Insurance Company, deemed it an 
injustice that insurance companies should be taxed to maintain the office of In- 
surance Commissioner. If this office is established for the protection of the people, 
and not in the interest of the insurance companies, then the people should pay the 
cost of maintaining the office. This, among other things, he deemed an important 
item of taxation worthy of consideration in connection with the whole subject. 
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Mr. Row, of Michigfan, suggested some difficulties in the way of the removal 
of the taxation of the gross receipts of life insurance companies. If a citizen, 
of this State makes an investment herein, his property is taxable. He adds to 
the wealth of the State, and year after year pays his proportion of the expenses 
of maintaining government. If he deposits money in a savings bank for his pro- 
spective widow and orphans, he is bound to grve it in to the tax-gtitherer, and 
pay taxes upon such a deposit. But if he invests in life insurance in a New York 
company, his money goes to New York, is there invested and taxed, while Michi- 
gan loses all present taxation benefit from such investment by its citizen. These 
are the questions which reach us, and whether practical or not, must be answered 
to the satisfaction of western legislators before they will fav.or the removal of 
taxes. The unwisdom of the laws of New York restricting igjvestments to that 
State is apparent, and has had a full share in influencing the taxation legislation 
of the West. This question of taxation is one of the most difficult when the laws 
of the different States are analyzed. Take, for instance, Connecticut and some 
other States that does not tax life insurance premiums. The policyholder in such 
non« tax-charging State pays no tax to his own commonwealth, neither does the 
company in which he invests his money — but he pays (through his company) to 
the State of Connecticut a large tax each year. During the year 1874 there was 
paid into the Treasury of the State of Connecticut, by the Life Insurance Com- 
panies organized imder the laws of that State, the large sum of $822,891.55, be- 
ing a tax of one-half of one per cent, on the g^oss assets of the companies. How 
are these assets accumulated ? They are the premiums paid in by the jwlicy- 
holders of every State in which these companies do business ; and the policy- 
holders pay this tax — ^year after year the same premium is taxed. Reference is 
made to these States because they furnish the most of our insurance. They are 
old States, and moneyed centres. These remarks are not made in any spirit of 
hostility to the resolution, but to show the difficulties surrounding the subject ; 
also to suggest that not only are barriers in the West to be removed, but that the 
laws of the East must be levelled up to the high plane on which you would have 
the West to stand. 

The Secretajy (Mr. Pillsbury) sympathized with Mr. Rowe in his perplexities, 
but believed the practice of taxing corporations where they are located was well- 
nigh universal, and not a subject of criticism unless they were discriminated 
against, or made to bear more than a just share of public burdens. He had no 
doubt the gentleman's own State taxed her home corporations, that are largely, 
and some of them very largely, owned by the eastern States. There was cer- 
tainly propriety in taxing property where you find it, although the justice of 
Connecticut's taxing trust funds held by her corporations might be questionable. 
But the practice of the Western States, as well as some of the Eastern, of going 
beyond their limits to where the companies are located, after premium receipts 
collected among them, and for which a fair equivalent has already been ren- 
dered, to impose taxes is quite a different affair. Why may not a State just as 
well go beyond its limits to tax interest received for the use of money, or the 
profits arising from any species of inter-State commerce ? Premium receipts 
are not profits even, but simply compensation for a fair equivalent left in the 
State where they were collected. He contended that States had no more right 
to pursue premium receipts beyond their limits for taxation than they had to 
pursue money received of their citizens in exchange for any useful merchandise. 
If. as has been intimated by Mr. Lewis, the life companies deduct from their 
dividends the amount of the tax assessed by the State where the policy-holder re- 
sides, the effect of th6 Statfe taxation of premiums will be equivalent to a direct 
assessment upon its own citizens, who may be impelled by love and a prudent 
forecast to invest in life insurance, not only to prevent their families from be- 
coming a burden to the State, but to rear them for usefulness and respectability. 
Could a more short-sighted policy for raising revenue be invented ? The basis of 
life insurance was fixed and the calculations made, certainly in all the older com- 
panies, before this scheme of taxation was conceived. The companies therefore 
can easily justify themselves in this contemplated movement as a necessity to 
enable them to fulfil their contracts. Fire insurance companies may protect 
the^nselvas against taxation by discriminating in some similar manner. Will 
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States then persist in discriminatmg against those who protect their property and 
their homes by taxing themselves ? He regarded the taxation of premium re- 
ceipts as one of the worst species of indirect taxation. Show every life and fire 
policy-holder just how much it is, and take the amount directly from their 
pockets (as is contemplated in effect already oy life companies), and you will 
raise an army of clamorous opponents to this scheme, and he predicted that tax- 
ing premium receipts at home even, as well as chasing them from one State to 
another for this purpose, would soon cease. While life insurance is only par- 
tially adopted, fire insurance is recognized by aU as a wise measure of political 
economy. It should therefore be encotiraged, instead of clogged, by the removal, 
so far as may be, of burdens which the careless and improvident escape and even 
profit by, in neglecting to insure their property. 

Mr. Doyle foUowed, briefly but earnestly setting forth the Western theory of 
taxation, which he represented was to tax corporations for the purpose of re- 
lieving the people from unendurable burdens. He thought it just that insurance 
companies doing a lucrative business among their people should be taxed in com- 
mon with railroads and other corporations for the privileges extended to them 
and the protection afforded. Their rates of premium were fixed. If the States 
relieve them from taxation, will these rates be reduced ? He presumed thej 
would not. 

Gen. Smith said it was clearly snown that the amount of gross premiumfi 
received was not a proper basis for taxation. The losses paid in the State should 
be deducted. The excess of gross premiums over losses paid would be a more 
equitable basis than that now acted upon, which makes gross premiums the basis 
of taxation. 

The policy of requiring companies to pay expenses of State supervision has, I 
think, been adopted in every State that has provided for regular Insurance De- 
partments. It has been stated here by the representative of a company that this 
is unjust, and that the people of the State should pay the cost of maintaining^ 
the Insurance Department. 

State insurance laws are intended not only to protect the policy-holders in the 
State, but to keep irresponsible and fraudulent companies from competing with 
honest, well-managed, sound companies, and give to the latter official endorse- 
ment by State authority. 

In granting to corporations of other States and countries the privilege of 
transacting business within her borders, the State determines the conditions upon 
which this privilege is conceded ; and has not heretofore, and probably never 
will tax her own people or policy-holders in the State, to provide for paying the 
expenses attendant upon the admission of a company. The company is required 
to pay for the privilege, and can, if it likes, tax the policy-holders. 

Effective State supervision — not the expense thereof — is the thing opposed by 
some companies ; but for good reasons this is not openly avowed by them. 
Their real purpose is attained by cutting off the resources for defraying the 
necessary expenses of supervision, thus practically abolishing it without directly 
repealing the laws. 

Many companies would like the endorsement of the State without having 
effective supervision of their business ; but it is believed that sound and well- 
conducted companies understand that effective State supervision, under wise and 
stringent laws, is of g^eat advantage to them as well as to the policy-holders. 

Mr. Hewitt reiterated that State taxation should be based upon the measure 
of the value of doing business in a State. This might vary with different States. 
He declined to enter into any discussion of the practical method of getting at 
this measure, but believed it was the true and only principle of taxation. He 
advocated the removal of the restriction imposed by New York upon its life 
insurance companies against loaning its assets outside the State. The life insur- 
ance companies themselves favored the removal of these restrictions, and had 
almost unanimously petitioned for it. 

Mr. Lewis explained that as the tax upon gross receipts was simply a tax upon 
the policy-holders, the mutual companies had determined this year to deduct the 
amount of that tax from the dividends to be paid to each policy-holder in the 
^veral States. He conceded this to be a hardship upon the men who had the 



FIFTH SESSION — ^IKSURANCJE CONVENTION". ' 21 

prudence and foresight to secure insnrance upon their lives, bnt it simply illns- 
trated the fallacy of such plan of taxation. 

The whole matter, including the resolution and the paper of Mr. Smith, was 
referred to the Committee on Taxation. 

Mr. Row disclaimed any antagonism toward the resolution just referred. He 
had simply raised questions that were often proposed to him, hoping that some 
would 'suggest suitable answers. He called up his resolution of the prerious 
day upon the practice of taking mortgoges for stock in the organization of stock 
fire insurance companies. He thought the legal presumption was that where 
men got together to organize a company they had capital to invest, and not that 
they were going to borrow money on which to engage in such enterprize. 

The resolution was referred to the Committee on Legislation. 
Adjourned to 10 a.m. Priday morning. 



THIRD DAY — PRIDAY. 



FORENOON. 

The Convention met pursuant to adjournment. The President in 
the chair. 

The minutes of the previous session were read, and approved. 

Mr. Row, from the Committee on Amalgamations, repoi^ed that in their opin- 
ion the evils resulting from the power given life insurance companies to reinsure 
each other's risks are greater than the good resulting from the exercise of that 
power. They, therefore, recommend the adoption of the following resolution.: 

Resolved^ That in order to prevent the evils resulting from amalgamations it is 
the unanimous opinion of the members of this Convention that the laws of any 
State which permit any life insurance companies to reinsure any risk authorized 
to be taken by any other, should be so amended as to prohibit any such reinsur- 
ance after six months from the time such risk was first taken, except with the 
written consent of the policy-holder. 

Mr. Rhodes, moving the acceptance of the report, said that in his own State, 
at least, this question ought to be left to the Supreme Court, its decision being 
made subject to the approval of the Commissioner. An amalgamation is equiva- 
lent to a receivership, and ought to be surrounded by the same safeguards as the 
appointment of receivers. He did not approve that part of the resolution which 
provides for obtaining the consent of the policy-holder. The average policy- 
holder is not the best judge of his own interests in this matter. In point of fact, 
it is impossible to get the consent of every policy-holder. Life insurance is a 
beneficent institution ; and he did not believe it possible for any life insnrance 
company to fail except through mismanagement. An excess of mortality is said 
to be the cause of failure in some instances. Is not this fatal excess of mortality 
always indicated in time to have been remedied ? If you put a company into the 
hands of a receiver, the insured get only a fraction of the reserve. This does 
not benefit impaired lives, and is not needed by good lives. The impaired lives 
are those that need protection. If all the insured lives could safely be reinsured 
in a lump, the written consent of the policy-holder would be unnecessary. In 
the majority of cases amalgamations have been delayed too long, namely, until 
the reserve has been infringed upon ; and then the insured have been sold, like 
the town's poor, to the lowest bidder. 
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Hr. A. F. Harrej, of the St. Louis Life Ixumranoe Company, being called, ex- 
pressed his belief that the resolution amounted to an absolute pTohibition of 
amalgamation, but this will be lost entirely by the sweeping legislation contem- 
plated. If possible the benefits should be saved with as little of the evils as pos- 
sible. He detailed a plan of amalgamation, as follows : 

At the last Convention a committee was appointed to consider the subject of 
the amalgamation, consolidation or reinsurance of life companies, which com- 
mittee, during the recess, has reported in favor of the legal prohibition of such 
contracts. It seems bo me that if this Convention should take the radical ground 
of absolute prohibition of consolidation, that it will be a very long step in ad- 
vance of Che present necessities of the times. I agree heartily with the opinion 
of the President of the Convention that in the aggregate the evils of amalgama- 
tion overbalanoe the good ; nevertheless these is danger that« in the present 
efforts to relieve the insurance world of these evils by the wholesale abolition of 
the system of reinsuring, the good may be lost sight of. In Europe the almost 
invariable results of amalgamation have been the swindling of the poUcy-holders 
and creditors of the company extinguished, and the weakening and ultimate run 
of the extinguisher. In this country many such cases have occurred, and there 
are to-day at least three or four companies which have been weakened by the 
debris of failures taken in by them in the hope that valuable business could be 
saved ; while there are others that seem to be organized solely for wrecking pur- 
poses, and are engaged in the business of first guiding badly-managed or unfor- 
tunate craft on the shoals, then buying up the damaged cargo, regardless of any 
future effects of the transaction, or indeed of any effect except the amount of 
profit in immediate dollara and cents. But there are also companies in this 
country which have been the depositories of the remains of a good many fail- 
ures ; companies which would not have been any better off if they had contin- 
ued their own business exclusively, but which have indeed been made more pros- 
perous by the amalgamation. Such instances are unhappily few. Nevertheless 
they are sufficient enough in number to warrant the belief that rules can be 
made to govern all propositions looking to an amalgamation of two or more 
companies, which shall result only in good to all parties concerned. 

The chief evils of reinsurance are two— if they do not include all others? First, 
the losses to the policy-holders of the failing company by the encouragement of 
lapdes, and the absorption of their reserves ; and, second, the weakening of the 
company reinsuring by the infusing of the bad elements — the sick blood of the 
dyin^ company. 

but the remedies for these evils are also two. These are indicated in the re- 
port which I made to this Convention in the fall of 1871, as found on page 278 
of the report of that session. The suggestions I then made are as follows : 

* ' When the State valuation shall show that a company's assets are not in ex- 
cess of its liabilities, exclusive of capital, the superintendent of the insurance 
department shall direct the company to cease issuing new policies, and shall 
direct the appointment of three experts, one of whom shall be appointed by 
himself, one by the company, and the third by these two ; and no one of whom 
shall have been connected with the compaiiy during the previous twelve monihs.** 
This commission shall then proceed ; 

1. To require all the agents of the company to return immediately all policies 
piud renewal receipts in their hands where tiie premiums are overdue ; and to 
lemit all premiums as soon as received. 

2. Upon the return of such policies and renewals, to check upon the policy 
registers all contracts upon which premiums are at any time past due, and for 
the purposes of this examination account all such policies as terminated (except 
as to their commutation provisions). 

8. To examine the expense accounts of the compa^ny, including salaries and 
agents' contracts, and determine what percentage shall be dediicted from the 
gross premiums to cover necessary and reasonable future expenses. They shall 
the^L charge for each policy the {let present value of the assurance, based upon the 
American table of mortality, modified as may seem best, in accordance with the 
latter part of this article, with interest, at a rate to be fixed by the comtni^sion 
at from f of 1 per cent, to 1^ per cent, less than that realized by the company 
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upon its invested assets, and not. exceeding six per cent, in any case ; and credit 
the present value of the remainder of the future g^osa premiums, after deducting 
the margin for expenses as determined by the commisaion. In no case shall the 
liability under any policy be held to be loss than the amount necessary to carry 
the assurance for the balance of the policy year. The sum of the differences 
between ciiarges and credits thus made shall be considered the premium reserve 
required to be held by the company ; and to this must be added all the liabilities 
of the company, exclusive of its capital. If the assets of the company, exclud- 
ing all items not admitted according to the form of annual returns adopted by 
thifl Convention, shall not make up the sum of the liabilities as found above, the 
company shall be deemed insolvent and incapable of continuing business. The 
commission shall also examine the records of the compemy as to its experienced 
mortality, and the applications on file on .which existing policies were issued, and 
consider such information in estimating the probable future death-rate among 
the policy-holders and as entering into the question of (determining) the future 
condition of the company. 

4. The commissioners shall then, first, ascertain how much insurance of the 
original form could be purchased at the present age of the insured, by the an- 
nual premium on each policy, considering the cost (gross premium of such in- 
surance to be the net premium of the State table increased by an allowance for 
expenses equal to five per cent, thereof, plus fifteen per cent, of the net ordinary 
life rate at the same age. 

5. (They shall also) find each policy's share of the assets in the proportion of 
the latter to the liabilities as found in section 3, and compute the paid-up insur- 
ance of the original term purchasable by this share, estimating the cost as in the 
last paragraph. 

6. Certify to the superintendent of insurance a list showing the combined in« 
surance to which each policy-holder would be entitled, according to the last two 
paragraphs. 

7. The superintendent of the department shall then ask for the appointment 
of a receiver, who shall be allowed all necessary expenses, and a personal remu- 
neration of two-and-a-half per cent, of the premiums and interest collected under 
him — not exceeding $10,000 per annum. 

The superintendent shall also write to each of the life insurance companies in 
the United States, asking whether it will assume the risks of the insolvent com- 
pany, according to the list mentioned. When offers have been received from 
* "* solvent companies the superintendent shall advertise and notify aM holders 
of policies of $1,000 and upward * * * * to give in their votes for the company 
to which they prefer to be transferred, and after such votes have been properly 
taken the receiver shall hand over the assets of the insolvent company to the 
company receiving a plurality of the votes, and when the latter company has con- 
tracted to assume the risks of the insolvent company as before mentioned. 
/ 8. Upon the making of such contract the reinsuring company shall proceed to 
collect all such sums as may be realized from agents' balances and other unad- 
mitted a.'isets, and immediately apply 75 per cent, of such receipts to the in- 
crease of the amount of the paid-up assurance in force upon the lists received 
from the insolvent company. 

This is enough of that report for any present purpose. It goes on to point out 
what ought to be done if there is shown in the company an unmistakable power 
of recuperation, a condition which is not now tlie question. 

Now, it will be observed that the gist of the proposed plan is in the proposition 
to divide up the existing contracts into paid up and continuing policies. For this 
idea I am indebted to a member of the British Institute of Actuaries— I have 
forgotten who — but the record of the suggestion is in the Journal of the Insti- 
tute in 1870 or 1871 . I think it covers the whole ground. There is no cash sur- 
render to be paid out. The actually available assets are to be made the single 
premiums for so much paid up insurance, as each policy-holder's share will buy 
in the direct proportion of the share to the reserve upon his policy ; and then, se- 
cured in so much, if he chooses to pay for it, he can have the advantage of a con- 
tinuing insurance. The company which assumes the risks upon this basis takes 
tiothing of liability upon itself but that which is wholly paid for — that is, the re- 
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serve upon the paid-up insurance, taken as a single policy, is covered up 77 a 
groE« single iiremium, in which the margin is ample for future expenses. For 
the rest the policies are the same as new contracts — the insurance in each case 
being that which the gross premium will buy at the advanced age of the insur- 
ed. If the premium is not paid, the company has no reserve to put up, and the 
matter terminates — the insured having received out of his contract his share and 
all that he could possibly have had under the best interpretation of any mode of 
settling with him. 

But this covers only the reinsurance question. The chairman of the Conven- 
tion asks now, what is to be done when no company will offer to take the risk of 
the insolvent concern ? Send it to a receiver ? or permit its ii^anagers to freeze 
out ? I answer, a receivership, of course. It will be observed that the plan pro- 
poses that the first step, after the determination of the condition of the company, 
and the making up of the lists of perfected insurance by the commission, is the 
appointment of a receiver, under certain restrictions. If no oi^mpany will assume 
the risks for the ascertained assets and continue the remainder of the contracts, 
let the receiver continue his functions and wind up the company. The prepar- 
atsry step being the determination by the commission of experts of what propor- 
tion of the policy share of assets in hand can be paid as a first or second or sub- 
sequent dividend. The duties for the receiver of a life insurance company are 
necessarily different from those of the receiver of a banking or railway corpora- 
tion, but they can be as well defined by law and they ought to be. And if the 
plan herein suggested, or something which will cover the case of a failing or in- 
solvent company which can be reinsured under the protection of the law without 
the intervention of wrecking actuaries and stock-jobbing adventurers, can be in- 
corporated into the statutes with the addition of rules to govern receivers for 
companies which cannot be reinsured — so that policy-holders can get some return 
without dying for it, a great good will be done, and the worst of the present evils 
of amalgamation will be wholly avoided. And that such modification of the 
statutes can be made I fully believe. 

E. W. Bryant, actuary of the Life Association of America, being repeatedly 
called upon for an expression of his views, responded to the call in a speech 'of 
rare brevity and compaction and force. He objected to the language of the re- 
port. Amalgamations were not necessarily proofs of total depravity. Many 
companies have foreseen that they were helplessly drifting into the undesirable 
condition of technical insolvency, and have reinsured with a full reserve. It is 
said that money has been made out of these transactions by the changing of the 
initial dates of policies, and the consequent reduction of the technical reserve- 
liability. He would have no amalgamation without a public statement of the 
assets and liabilities, and a further statement to each policy-holder of the terms 
and conditions of the transfer. The people could he trusted to take care of their 
own interests. If this plan should fail, he would be willing to admit that the 
evils of amalgamation exceed its benefits. 

Mr. Russell saw no gfood to be accomplished by putting a company into the 
hands of an ignorant man. He did not believe in increasing legislation. Legis- 
latures are more likely to make blunders than otherwise. He favored the plan 
mapped out by Mr. Harvey. He would have an examination by experts. Under 
the resolution, one policy-holder could compel the corporation to continue its ex- 
istence as a corporation ; and he doubted the justice of this. 

Gen. Smith thought that the honorable member from Kansas had misinter- 
preted the resolution. 

He said that Jis a member of the Committee on Amalgamation he had voted to 
strike out the words, " after six months from the time such risk was first taken." 
The resolution would then provide that no life insurance company shall be per- 
mitted to reinsure any of its risks or any part thereof except with the written 
consent of the policy-holder. With the consent of the policy-holder a life com- 
pany should be authorized to reinsure a part or the whole of any risk it has 
taken. But he was opposed to reinsurance or amalgamations in whole or in part 
without the consent of both the parties to the original contract — the policy-holder 
and the company. This does not "compel the corporation to continue its exist- 
ence as a corporation" forever, but will bring the question of winding it up 
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promptly before the courts instead of allowing it to hide its a£Fairs nnder cover of 
amalgamation, without the consent of the other party to the original agreement. 
He desired the postponement of the subject. 

Mr. Nye objected. He wanted a vote at once. Everlasting postponement had 
been the weakness of former conventions. He thought nothing h<id been accom- 
plished yet but the making and hearing of reports. The mind of every commis^ 
sioner was made up on this question. Only one half hour before he left home he 
had received a letter from a man who said : ' ^ I have been reinsured three times, 
and now am asked to pay my money to a fourth company. Is a safe com- 
pany?" He had seven life policies. He believed the seven companies to be 
each good, and thought that they should not be allowed to escape from their 
contracts. Above all he did not want any poor risks thrust into them. 

Mr. Rhodes thought the evils of amalgamation had been great in the past, and he 
suggested a slight amendment in the preamble to the effect that the evils have been 
greater. This would not conflict with the spirit of the resolution. But if the idea was 
intended to be conveyed that the evils would in any case exceed the benefits, and 
that, therefore, amalgamation should be abolished altogether, he was opposed to it. 

Mr. McCUntock having been invited to address the Convention upon the sub- 
ject before it, said he had not expected to say anything on this subject out it 
is really a most important one, and one point in particular seems to mo fo 
have been rather overlooked. . It is, after all, the main point. I refer to the ir 
terest of the impaired lives. If there were no in^)aired lives, it would be easy 
enough to wind up a company and give each man his share, leaving him free to 
take new insurance elsewhere ; but it is impossible to do justice to the impaired 
lives without reinsurance. While the contract is kept in force, the reserve is the 
measure of each man^s interest ; but the minute you go to break the contract 
that measure is no longer just. If a risk better than the average wishes to sur- 
render, he can only claim a portion of the reserve ; while on the other hand an 
impaired risk has a just claim to much more than his reserve if the company is 
wound up without reinsurances. You cannot wind up a life company equitably 
without providing in some way for the literal, or at least the pro-rata, fulfilment 
of each contract. 

Much has been said about the evUs of amalgamations. Every word of it 
is true. We have had abundant experience of them ; but we have had no expe- 
rience as yet of the evils of a law totally prohibiting amalgamations. There 
have been good amalgamations, and the good done by them can hardly be meas- 
ured in dollars and cents. There is many a widow to-day, and many an orphan, 
living in comparative comfort — thanks to this very practice — who would otherwise 
have been robbed of the provision secured for them by their husbands and 
fathers while yet in good health. Whenever the average vitality of the reinsured 
company is equal to that of the company reinsuring it, there cannot be any insu- 
perable difficulties in the way of a just and beneficial amalgamation. Abuses 
there are, and remedies can be found for them. Mr. Bryant's suggestion is a 
good one — to publish all the facts ; the report made to a previous Convention by 
Mr. Harvey's committee contained some very useful suggestions; and I also 
agree with Mr. Rhodes in his estimate of the value of the new law of Massachu- 
setts — I would not depreciate the difficulties in the way of a perfectly satisfac- 
tory regulation of this subject, but I am satisfied that if you prohibit amalgama- 
tions altogether the remedy will be much worse than the disease. 

On motion of Mr. Row, the report was referred back to the com- 
mittee, with instructions to amend the phraseology as suggested by 
Commissioner Hhodes, and its further consideration made the special 
order of business for the next day. 

Mr. Bryant was then invited to address the Convention upon the subject of 
Life Insurance Companies' Reserves. He said substantially : 
It will be remembered that about the first subject brought before this Conven- 
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ti<m at its first Bearion, was that of life msnrance reserves. Foar and four and 
one-half per cent, were then the prevailing rates of interest for the compatation 
of reserves. It has been shown that certain companies could not maintain those 
standards. Is not the breaking up of such companies too great a 'penalty for 
their failure ? It is the general opinion of actuaries that the proper way oi' deal- 
ing with such companies is to ascertain their exact condition, the nature nnd 
limitations of their contracts, their rates of premium and commission, etc. , and 
in each instance, with these facts before us, pass upon the probabilities of success. 

This is not to make a rule for dealing with such companies, but to deduce the 
rule from the circumstances of each case. This is to say that tlie company is 
insolvent ; and, from the causes and conditions of its insolvency, to find the way 
of making it solvent. 

He was satisfied that anything like a specific law must be such as will bring 
the same results in the hands of every administrator — results that can be pre- 
dicted with certainty. In the laws of New York, the surplus producing power 
of a fire insurance company is recognized as an element of strength. 

He held, first, that a company with less than six per cent, reserve should be 
wound up ; second, that if a company has a six per cent, reserve it should be 
allowed to continue its old policies, but not to issue new ones, unless it has at 
least $100,000 over a six per cent, reserve ; third, that a company should be 
required to accumulate all surplus until a four per cent, reserve is reached, be- 
fore maldng any dividends to either stock or policy-holders, the company holi^ 
ing a full four per cent, reserve over and above the dividend. He thought that 
a specific law for the reinsuring of nsks was not advisable. Fire companies in 
New York and Massachusetts are only allowed to divide ten per cent, or twelve 
per cent, until they shall have accumulated a given surplus, and he thought such 
a law would be equally applicable to life insurance companies. 

It is safe to say there wiU never be a non-participating mutual life insurance 
company. In every stock company it is hoped that there will be at some time a 
profit for the stockholders. A company should be allowed to live so long as it 
can reserve, at the lowest standard, six per cent. ; and compelled to hoard its 
surplus until it can reserve, at the highest, four per cent. 

These successive standards would be so many deterrents, or scarecrows, in 
passing each one of which the managers of the company would be admonished 
of danger and stimulated to inquiry and reform. 

[Mr. Doyle in the Chair.] 

A vaiiety of questions were proposed to Mr. Bryant by Messrs. 
Hewitt, B.OW, Chapman, and Rhodes, to which he promptly replied, and 
came off unscathed. 

[We regret we are unable to give a ve^rbatim report of Mr. Bryant's 
remai'ks. ] 

The Secretary introduced the subject of the publication of the pro- 
ceedings of the Convention, and submitted the following proposition : 

On behalf of Tlie Index, the following proposition is made to your Conven- 
tion, viz. : — To publish a full report of the Convention's proceedings in the 
September issue. Also, to republish the same in pamphlet form so soon as pos- 
sible after 2'he Index for September is issued, provided the Convention will en- 
dorse the report as the only official one ; or elect the undersigned as its official 
reporter, whichever in its judgment may seem most desirable. As entire accu- 
racy is requisite, the report will be submitted to your secretary, Hon. Oliver 
Pillsbury, for correction and approval before being published. I remain, 

Very respectfully yours, 

MATTHEW GRIFFIN. 

On motion of Mr. Chapman the proposition was referred to the 
Executive Committee. 
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On motion of Mr. Khodes the Convention adjourned, to meet at ten 
A.M. to-morrow. 

Mr. Nye, from the Committee on Assets and Investments, submitted 
the following resolutions, which were adopted : 

Resolved^ That the practice of stock fire insurance companies, at their organi- 
sation, in taking mortgages upon the lands of stockholders in exchange for stock, 
particularly upon homesteads and unproductive lands, is contrary to the true 
interest of law, adverse to the interest of the insuring public,* and should not be 
countenanced by official sanction. 

Ussolced^ That the following items, frequently returned by companies in their 
annual statements, as a part of their available assets, do not constitute in> any 
manner the true assets of the company, and should not be received and reported 
as such by the insurance departments of the several States : 

1 . Company's own stock. 

2. Loans on company's own stock. 

8. Stock in any other insurance company of the same character. 

4. Agency supplies, printed matter and stationery. 

5. Office furniture, safes and fixtures. 

6. Cash in hands of officers or agents due the company more than three months. 

7. Premiums overdue more than three months. 

8. Advances to agents or officers to be repaid out of the future salaries or com- 
missions. 

9. Interest in commuting commissions. 
10. Loans on personal security. 

Mr. Pillsbury, from the Committee on Taxation, Deposits and Fees^ 
submitted the following resolution : 

Hesolved^ That it is wrong in principle to tax the aggregate receipts of insur- 
ance companies. 

The substance of this resolution having been fully discussed on a 
previous day, it was adopted by the Convention without expressed 
opposition. 

Adjourned to 10 o'clock a.m, Saturday. 

(The afternoon was devoted to an excursion on Detroit River, accord- 
ing to previous invitation tendei'ed to the members of the Convention 
by the Detroit Board of Underwriters. Many of the leading citizens 
with their families joined the excursion. An elaborate collation ^:as 
provided on board the steamer, and music by an excellent band. The 
trip up and down the river afforded opportunity for viewing its beauti- 
ful shores, and the various business enterprises conducted along its bor- 
ders. 'The excursion was in every way a veiy enjoyable affair.) 



FOURTH PAY— SATURDAY. 



The Convention met according to adjournment, the President in the 
chair. ^ 

The Secretary read the minutes of the proceedings of the previous 
session, which were approved. 
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Mr. Kow, from the Committee on Blanks, submitted the following 
report: 

The Standing' Committee on Blanks for Annual Statements beg leave to sah- 
mit that they have had under consideration the report of the Special Committee 
on Blanks (Clarke & Row), referred to them on the first day of the session. 

This special committee had under advisement the proposition of substituting 
the Balance Sheet Blank for the Convention Blank, for the annual statement of 
life insurance companies, and in their report to the Convention they '' unquali- 
fiedly indorse the general principles upon which the balance sheet blank is found- 
ed, and recommended its adoption." 

Your Standing Committee unanimously concur in the conclusions of the 
Special Committee, and recommend that the balance sheet blank, herewith sub- 
mitted, be adopted by this Convention as a uniform blank for the statements of 
Life Insurance Companies to be used by the several departments for the company 
returns in January, 1876. 

On motion of Mr. Steadman, the report was accepted and adopted. 
The committee was discharged from the further consideration of the 
subject. 

Gen. Smith, Chairman of the Committee on Legislation, submitted the out- 
line of a draft of a general insurance law, prepared by the then Secretary and 
Hon. Austin Abbott, of New York, and presented to the Convention at its second 
session, in 1871, with the request that it be printed with the proceedings of 
the Convention, and taken up for discussion and final action at the next annual 
session. The draft thus prepared was referred to the Committee on LecrislaCtion 
at that session, of which he was Chairman. The Committee reported the biU 
with various alterations and amendments. The proposed law was printed with 
the proceedings of the second session, and by the Convention recommended to 
the several States for adoption. Since that time it is believed that the subject 
has not been referred to in the Convention until now. He had not been on the 
Committee on Legislation since the second session until the commencement of 
this. The first day of the present session he was again appointed chairman of 
the committee. 

Believing that this subject is one of great importance, and that the work done 
previously ought to be carried out and perfected so far as possible, he had prepared 
the present amended draft of the proposed uniform law, and would, if time per- 
mitted, ask that it be now read, considered, discussed, and passed upon, section 
by section. But in view of the fact that it has already been determined to close 
this session to-day, the report is made now for the pui-pose of bringing the sub- 
ject before the members of the Convention and all others interested, in order 
that they may be better prepared to act upon it understandingly at their next 
annual meeting — the individual members of the Committee reserving the privi- 
lege to at least change their views, if not amend this report in case further in- 
formation and investigation should indicate that changes in the present report 
are desirable. 

The general arrangement of subjects, titles and subdivisions recommended by 
Mr. Abbott have been quite closely adhered to, because it is believed to be a great 
improvement upon the ill arrangement of laws at present existing in most of the 
States. There are, however, many important modifications introduced. An 
Insurance Commissioner is prohibited from admitting a co-operative insuraPjce 
company of another State. Net valuation on the designated State standard of 
mortality and interest is more fully defined than in previous laws. The method 
of calculating the fire insurance reserve fund is modified. The deposit of 
$100,000 required to be made by every life insurance company with the State 
government for the better security of its policy-holders is not to be used to make 
up the reserve. These and various other changes are proposed and some omis- 
sions from the former draft of the uniform law have been made — notably, all 
that refers to registered policies, in which the State guarantees the safe keeping 
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and proper application of the net value of the policies. It is deemed best to have 
this particular subject provided for by each State for itself. Title VII. of the law 
as proposed by the committee refers to the organization of new companies, the 
voluntary di^Rolution of companies, deposits with treasurers, suits and other 
^similnr matters, which are left to be provided for in each State. /The same remark 
applies to Title VIII. It is suggested that each commissioner present at the next 
meeting a synopsis of his views of what laws should be enacted or have been 
enacted in his State on the subjects indicated under Titles VII. and VIII. ; and 
that each commissioner submit to the next Convention any alterations or changes 
he may desire to see made in any section of the law as now reported by the com- 
mittee on legislation. 

Gen. Smith said further. in support of the preceding proposition : 

It is maintained by some that State supervision of in.surance companies Is 
wrong in principle —its results evil instead of good in practice, and that it should 
bs abandoned. Obhers maintain that the object of all insurance laws, " is simply 
and solely to determine the present solvency of companies." For this purpose 
all that is necessary at any time is an accurate statement of the liabilities and 
assets of a company. The present insurance laws in all the States that have 
regularly organized insurance departments contemplate a wider field of inves- 
tigation than merely to require the amount of assets and liabilities at a given 
time. 

Some of these laws require that the Commissioner shall visit any insurance 
company doing business in the State wh'inever he deems an examination neces- 
sary or suspects the correctness of any annual statement raad3 to him by the 
officers of the company. At such times he shall have aoceris to its books, papurs. 
and records : and shall thoroughly inspect and examine all its aff lirs : and maj 
summon and examine under oath the directors, ofhcars, and agent^^, and such 
other persons as he may think proper, in relation to the afiaiis, transactious and 
condition of said company. 

The laws require that the amount of capital stock and guarantee funds shall 
be stated ; prescribe the manner in which dividends and bonuses may be paid ; 
require a statement of expenses and income in detail, and various other 
matters necessary to a clear understanding of the transactions of every company. 
In some of the States a balance sheet is required to be f umLshed with every an- 
nual statement, taking as a basis the assets of the company at the beginning of 
the year, and bringing it down to the end of the year for which the statement is 
made. 

It is, however, earnestly and persistently maintained by some that in.surance 
commissioners who investigate the affairs of these companies, further than neces- 
sary to determine the bare question of present liabilities and assets, illegally 
interfere in a flagrant manner with private rights and are guilty of unwarranted 
official oppression. It is believed that sound conpanies whose affairs are honestly 
and well conducted take a very different view of tbis matter, and have no 
secrets which they dare not have probod by legal inquiry and examination. 

The committee feel satisfied from the scope and tenor of existing laws that 
the people of the respective States intend that insurance corporations created by 
their authority, shall be subjected to effective supervision by an officer of the 
State appointed for that purpose. 

By printing the proposed law now reported by the committee, and postponing 
consideration of this subject until the next annual meeting of the Convention, 
opportunity to be heard, and ample time for preparation will be afforded, to those 
who are opposed to any kind of State supervision of insurance : and to those who 
maintain that the sole object of the present laws is and should be '* simply 
and solely to determine the present solvency of companies." 

I hope that the proposition to print and postpone will be adopted. 

The committee on *' Valuations, etc.," have not reported at this session because 
the residts of their deliberations are embodied in the proposed law now sub- 
mitted by the committee on Legislation. 

Tlie report was accepted, and the suggestions of Gen. Smith that the 
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subject be laid over until the next session, for mature deliberation, and 
be printed with the proceedings, was adopted. 

[Sco Appendix for the Oatline Draft of a Q-eneial Insurance Law referred to abore as amended.] 

Mr Rhodes, for the Executive Committee, to whom was referred 
the communication of Matthew Griffin, of the Jndex, reported that, 
having duly considered the subject, they are of opinion, that it is inex- 
pedient to accept said proposition ; and recommend that a committee be 
appointed to prepare and publish a report of the proceedings of this ses- 
sion of the Convention. 

The report was adopted. 

The President appointed the Executive Committee said Committee on 
Printing. 

[Mr. Steadman in the chair.] 

A colloquial discussion here ensued relating to deposits for the pro- 
tection of policy-holders, and reinsurance reserves to be held by fire and 
life insurance companies, whereupon. 

The Secretary submitted the following communication from Henry S. 
Manson, Secretary of the Homestead Fire Ins. Co. of Watertown, N^. Y., 
on reinsurance reserves, which was ordered to be printed with these 
proceedings. 

Hon. Oliver Pillsbury. Concord, N. H. 

Dear Sir : — At the approachuig National Insurance Convention I understood 
that the question of a proper reinanrance reserve upon term policies will be pre- 
sented and perhaps determined. As I am the Secretary of a Company, confined 
by its charter to a residence business, and consequently interested in its proper so- 
lution, I venture to trespass upon your time and patience to submit some views 
I entertain upon the subject, against the rule regarding such reserve to be com- 
puted, pro rata^ upon, the gross premiums^ on all policies mnuing longer than one 
year. In most States this is simply a rule of the department and not regulated 
by any statute. 

First. — Every premium charged is composed purposely of a loading sufficient 
to cover agents' commission, which is recognized as an essential part of such pre- 
miums and without which no business could be procured, and of another loading 
to cover office expenses, printing, etc. 

This agent's commission is a definite sum fixed by contract, is under the con- 
trol of the agent and received by him only (when collected), and never received 
by the company; never comes into its coffers; is never under its control ; never 
taken into account by the company ; but it is recognized as the property of the 
agent, subject to his disposal. In reinsuring risks no company would expect to 
charge upon the policy fee, or the commission. All recognize the fact that it 
costs something to get business upon the books of a company, and that the com- 
mission is no part of a premium belonging to a company. Any other view of 
the subject ignores those plain, practical facts that exist in and form part of the 
business. It is a fact well-established, and universally recognized, that business 
costs from 20 to 30 per cent, for out-door work. If you charge reinsurance upon 
the basis of five-sixth for the first year, on the gross premium, you are running 
a company in debt from 3^^ to 13i per cent., besides the expense of the office and 
other trifling things incidental to a legitimate business. So that a company finds at 
the end of the year that it has not only not earned any portion of the money it 
has received for premiums, but that it is in debt for a part of the amount it has 
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paid tc its agents for proenring the basinesa. And the higher the rate and the 
larger Ihe business the more its capital will be impaired. 

Second, — The rule is shown by experience to be wholly unnecessary. By an 
experience of over twenty years among companies writing on farm and residence 
property, where the three years and term risks are chiefly found, their premi- 
ums have been ascertained to be adequate, and not one of them has failed to 
meet its obligations, while hundreds of other companies writing only yeeCrly risks 
have been bankrupted. I have collated some figures, and present them simply 
for the sake of the argument and without intending any invidious distinctions or 
to cast any reflections upon companies recognized as sound and reliable. 



Naicb or CJoMPAirr. 



^tna, Hartford 

Home,. New York. • 

Franklin, Philadelphia. , 

Phoenix, Hartford. 

Hartford, Hartford 

Insurance Co. of N. A., Phila. 



Premiums Received 
Since Organization. 



$62,512,529.95 
31,656,677.62 
12,571,a56.44: 
14,828,513.24 
25,274,828.29 
44,000,000.00 



Loflses Paid Sinoe 
Organization. 



$40,626,751.11 

20,964,426.03 

8,799,123.28 

9,526,219.07 

17,284,107.60 

3i,ooo,ooaoo 



Pex Cent, of 
Losses to 
Premiams. 



66 
66 
70 
63 
69 
70 



Companies doing chiefly a Farm and Residknce BusiNKsa 



NAaCE OF COICPAMT. 


Premiums Received 
Since Organization. 


Losses Paid Since 
Organization. 


Per Cent, of 
Losses to 
Premiums. 


Agricultural, Watertown. 

Farmers' Joint Stock, New York. 
American. Chicaero. 


$2,559,233.71 

574,030.00 

2,323,620.46 

425,616.94 

734,988.52 


$1,272,480.60 

346',131.00 

1,071,572.75 

. 193,558.32 

222,783.39 


49 ^ 

60 

41 


Holland Purchase, New York . . . 
Watertown Fire, New York. . . . 


45 

30 



It will be seen that the average per cent, of losses to premiums of the former 
companies is 67, while of the latter it is only 45. 

So that experience establishes the fact that there is a vast difference between 
companies as to the character of the business done by them, and tbat the term 
business, which is mainly on farm and dwelling property is safer and does not 
require as rigid rules as should be applied to companies doing a general business 
and subject to conflagrations. The Hon. Wm. Barnes recognized this fact, and 
In commenting upon it, said: ** Different companies from the varying character 
of their business require an adjustable percentage for this purpose." — Barnes' 
Beports, 1864, page xxxviii. 

TJdrd. — If the rate or the premium was the same in amount for three years as 
for one, there might be a reason for the rule. If, however, fifty cents is the 
rate for one year, and one-half of it, or twenty -five cents, is an adequate reserve, 
QLod, if double the one-year rate, or one hundred cents, is a proper rate for three 
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years (and this ia the method recognized by inBurance men for obtaining ?« three 
years' rate), then why not doable the reserve, making it fifty cents oi\ three years* 
risks ? In other words, if you increase the rate for three years in proportion to 
the risk, there is no reason why fifty per cent, of the increased rate does not 
make an adequate reserve. 

The same as if you increase the risk from other causes. To illustrate : Fifty 
cents for one year is an adequate rate on dwellings, but a paper mill should pay 
three per cent. ; yet, fifty per cent, is recognized as a proper reserve on both 
risks, making twenty-five cents in one case and one hundred and fifty in the 
other. 

Fourth. — Reinsurance not being defined by law, but being a rule of the 
departments and intended only for the protection of the pohcy -holder, should be 
so adjusted as to be adequate for that purpose, and at the same time meet the 
necessities of the business, and not work oppressively upon companies. 

Experience teaches and facts show that the companies seeking this term busi* 
ness have always been safe, and the protection they have afforded is ample. 
The old rule has worked well and must work well if the rate is proportioned to 
the risk. The on** proposed would certainly work destructively. To illustrate : 
A company starts on the first day of January with $200,000 capital. It has the 
good fortune to take $1,000,000 of premiums on three years' risks. It does 
not lose a dollar, but at the end of the first year it finds it has expended $300,- 
000 for agents' commissions, expenses, etc., leaving $700,000 balance of pre- 
niiums on hand; but its reserve is $83^{,333.33 and it is impaired $133,333.33, 
notwithstanding it has charged high rates and lost not a dollar. It will be seen 
that the rule is a simple but effective embargo upon term policies, a business 
without precedent for safety in the history of farm underwriting. 

Fifth. — The fallacy of the rule is in charging a reserve upon the gross premium 
and in not deducting for expenses, etc. , or in not resolving the premium into its 
constituent parts, and calling that part which is not calculated to cover the risk 
earned. Thirty per cent, of the gross premium is a loading for expenses and is 
earned at once when paid if the calculations are right ; and if they are wrong, it 
is no part of an asset in the company's hands, but has actually been expended. 
If, for instance, thirty per cent, were deducted for expenses, ten per cent, for 
dividends, the other sixty per cent, might be taken as the part of the premium 
which should be assigned to cover the risk, and then a reserve calculated 
pro-rata upon that would be a fair one. Yet it is questionable whether practi- 
cally any better rule than the old one can be established. 

Six'th. — Another illustration of the working of this rule is found in the fact 
that old companies,' with large amounts of three years' risks on their books, are 
encouraged to run their business down, so that their reserve will be less than 
one-sixth and they can make larger dividends, while new companies, no matter 
how successful, must cease their operations. So that, really, the rule works to 
prevent competition, and instead of protecting the policy-holder, must, if 
enforced, drive all companies out of term business. 

In this argument I have used the three years' risks as an illustration, as that 
is the term for which our New York companies write risks on residence 
property. 

In conclusion, permit me to express the hope that this matter may be well 
considered before it is determined, as the interests involved are of great con- 
sequence to the public. If your determination shall stand the test of reason and 
meet the approval of experience, it will impart a strength and steadiness to the 
business and conserve the interests of the public ; but if an arbitrary rule is to be 
established without reference to precedent, to facts, or to experience, but simply 
as an untried theory, I say it with all respect, the result will be disastrous not only 
to the companies but to the insurers. 

If you deem these suggestions of sufficient importance, may I ask you to pre- 
lent them to your colleagues of the Convention. I am, 

Yours very respectfully, 

HENRY S. MUNSON, Sec'y. 

Mr. Erow, from the Comiuittee on Amalgamations, to whom was re- 
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committed the previous report on that subject, reported the same in a 
new draft, as follows : 

That, in their opinion, the evils reanlting from the power given life insurance 
companies to reinsure each other^s risks have been greater than the good result- 
ing f roua the exercise of that power. 

They therefore recommend the passage of the following resolution : 
Resolved^ That in order to prevent, so far as possible, the continuance of the 
evils that have resulted from amalgamations, this Convention would recommend 
(until some better legislation shall be proposed) that the laws of any State, which 
at present permit a life insurance company to reinsure any risk authorized to be 
taken by any other life insurance company, be so amended as to prohibit any such 
reinsurance after six months from the time any such risk was taken, except upon 
the written consent of the policy-holder. 

In support of this resolution Mr. Row said : I desire, on the subject of 
amalgamation, to present some views from my stand-point — tlie stand- 
point of the relations of policy-holders of this State wlio are insured in 
companies of other States. He then read the following paper : — 

The present policy-holders of this State — with the exception of those of the 
Michigan Matuil Life — are much mora deeply interested in the laws which may 
be enacted in other States on this subject, than in Michigan. The New York 
companies are receiving from policy-holders of this State premiums on over twen- 
ty-four and one-half millions of dollars of insurance ; Connecticut companies, on 
fourteen and a quarter millions ; New Jersey (Mutual Benefit), on six amd a half 
millions ; while the one company organized in this State is receiving premiums on 
about six millions. Wisconsin receives on two and a half millions, and Illinois, 
Massachusetts, Maine, and Missouri companies are collecting premiums on from 
one to two millions of dollars each. 

The resolution before the Convention would provide the means of closing the 
door against wholesale amalgamations, and at the same time, carry out the true 
intention of that clause which is general in the laws of all the States, viz. , power 
to reinsure any risk undertaken by it, and to grant reinsurances upon, any similar 
risk. A company ought doubtless to be authorized to reinsure any single risk. 
This resolution contemplates such a reinsurance if made within six months of the 
date of the original contract, thus practically, and I think effectually closing up a 
wide avenue to fraud. 

No claim is set up that the spirit and true intent of the laws of the several 
States now granting power to reinsure was not to 'protect policy-holder and com- 
pany by additional security which the endorsing company would give. Such 
law-i were not for wholesale transfers without the knowledge or consent of the 
policy-holders. 

It is said that the policy-holders may appeal to the courts for redress, but the 
difficulties of concerted action on their part are great, and their money would act 
in the double capacity of employing counsel for plaintiff and defendant. 

Then, too, these amalgamators, • preferring darkness rather than light, keep 
policy-holders ignorant of their designs until the bills of sale are signed, sealed, 
imd delivered. 

This accepted way of ignoring policy-contracts is lucrative beyond question. 
Men who/aiZ in business through adverse circumstances, and do not make money 
by th« failure, are anxious to have their high honor stand unirapeached before 
the community. They invite creditors in to share the remaining effects, and 
start out again, empty-handed, if need be, but with clear consciences. How is 
it with the companies that haye reinsured their risks within the few years past ? 
The financial basis of the new compact is kept a profound secret. His natural 
inference is, that fresh hands will bind him to the new compact, by a refusal to 
release any port'on of the large sum he has already paid, and then pluck him of 
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future premiums until he 16 a^fain turned over to some other company for indexxi 
nity. It is not wonderful, in view of such an unpromising: future, that multi- 
tudes of policy-holders prefer to lapse their policies, and lose what they hav« 
paid. 

The profits from lapsed reinsured policies are large, and a division of these 
spoils is doubtless one of the binding conditions, as well as a tempting induce- 
ment to the secret contract. 

England has attempted to throw some barrier of law about this business, but 
not to absolutely prevent amalgamations. Her *' Life Assurance Companies^ Act, 
1870," wfis the result of the collapse of the Albert Insurance Company in the 
year 1869. This company, according to ** Walford's Insurance Cyclopedia," was 
founded in the year 1838, and at the close of the year 1865, had taJcen aver and 
absm'bed no less than twenty-six EngliaJi Companies. 

This law is in substance as follows : 

14. Where it is intended to amalgamate two or more companies, or to transfer 
the life assurance business of one company to another, the directors of any one 
or more of such companies may apply to the Court, by petition, to sanction the 
proposed arrangement, notice of such application being published in the Qazdtte^ 
and the Court, after hearing the directors and other persons whom it considera 
entitled to be heard upon ^e petition, may confirm the same if it is satisfied 
that no sufficient objection to the arrangement has been established. 

Before any such application is made to the Court a statement of the nature of 
the amalgamation or transfer, as the case may be, together with an abstract con- 
taining the material facts embodied in the agreement or deed under which such 
amalgamation or transfer is proposed to be effected, and copies of the actuarial 
or other reports upon which such agreement or deed is founded, shall be for- 
warded to each policy-holder of both companies in case of amalgamation, or to 
each policy-holder of the transferred company in case of transfer, by the same 
being transmitted in manner provided by section one hundred and thirty- six of 
The Companies* Clauses Consolidation Act, 1845, for the transmission to share- 
holders of notices not requiring to be served personally ; and the agreement or 
deed under which such amalgamation or transfer is effected shall be open for the 
inspection of the policy-holders and shareholders at the office or offices of tho 
company or companies for a period of fifteen days after the issuing of the 
abstract herein provided. 

The Court shall not sanction any amalgamation or transfer in any case in 
which it appears to the Couirt that policy-holders representing one-tenth or more 
of the total amount assured in any company which it is proposed to amalgam- 
ate or in any company the business of which it is proposed to transfer, dissent 
from such amalgamation or transfer. 

No company shall amalgamate with another, or transfer its business to another, 
unless such amalgamation or transfer is confirmed by the Court in accordance 
with this section. 

lb is believed that this act is defective, in that it says *' nothing of the mode 
in which the agreement or deed is to be authorized," and that the act might be 
construed as intending to protect a minority of absent shareholders, and give 
them the right to appeal from the action of the majority. 

It is also defective in that the policy-holders of the transferred company only 
are to be notified. The situation and affairs of the company to he transferred 
plight be such as to render the choice unanimous for re-insurance on the part of 
its members ; but if notice were required to be g^iven to the policy-holders of the 
company proposing to take them over, and their choice made a condition of the 
compact, a refusal to assent to what they might consider against their' best in- 
terests could then terminate the negotiation, and leave the policy-holders of the 
first company the remedy provided by the English law, where "one or more 
policy-holders or shareholders may appeal to the Court to wind up the company." 

Another grave defect in the English law is contained in the clause which fixes 
the property basis of successful resistance to a transfer, and by which the policy- 
holders representing ** one- tenth of the amount assured^^^ may bar the Court 
from sanctioning such proposed transfer. Should not this property qualification 
have been based, not upon the aw/ount asmred, but upon a certain proportion of 
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the reserve on the policies ? A valuation on a legal Btandard would determine 
the interests held in the company, and the present rights of parties therein. 

What pos-sible law can be passed to ameliorate this evil of amalgamations and 
not leave wide open a door for fraud ? . 

The great wrongs perpetrated by the reinsurances as now practiced, are by no 
means borne by the policy-holders of the reinsured company alone. The com- 
pany which reinsures or takes in another, without any examination as to health 
conditions, without reference to climatic disabilities, and regardless of the real 
cost of carrying such risks to maturity, does a grievous wrong to its policy- 
holders. Tnese new policy-holders, en niasse, are forced trespassers upon the 
reserve fund of others. ' There may be isolated instances wherein two compa- 
nies have been merged as an economical measure, to the mutual advantage of 
each. These cases are rare indeed. The elements composing the mixture are 
not harmonious. Jealousy and ill-feeling of ousted officers make easy work 
for wreckers who desire fresh spoils. Agents who have spent years of work in 
building up a company are left in an extremely vexatious and embarrassing 
position towards their patrons, to explain something which is unexplainable. 
They have been retailing false hopes and promises, coined for them at the home 
office. The pecuniary loss and injured business reputation of the agent who 
has unwittingly duped his friends is no small factor in the product of the 
iniquities of reinsurances. These elements of disorganization and discord, 
combined with the deluded policy constituents, leave but faint hopes that the 
new compact will prove a lasting success. 

The men who have set themselves up in the business of selling life Insurance, 
and by fair promises have drawn in the money and influence of policy-holders, 
and who fail to carry out in good faith the contracts they have entered into, 
are not entitled to any false sympathy, much less to money emoluments. The 
deluded victims of their incapacity or dishonesty need sympathy and the pro- 
tection of the strong arm of the law to reclaim a portion of the funds entrusted 
to incompetent handsv 

The idea of allowing a company to *' recuperate" by cutting off expenses and 
ceasing to do new business, is fine in theory, but it is practically a slow and 
painful way to dissolution. It also affords too safe a means of spiriting away 
assets, and a rare opportunity for freezing out policy-TuMera, 

Life insurance companies of ordinary size and strength cannot float up stream. 
"When the oars of active competition are shipped, a retrograde movement is the 
result. New life and strength must be infused or destruction and death will 
ensue. When the crew lose cocfidence in the managing officers, confusion and 
disaster are inevitable. If the officers of life insurance companies were elected 
by, and could be held directly responsible to the policy-holders, doubtless many 
companies could be saved by a change in the management. The facts are that 
many of these corporations are mutual only in name, and the policy-holders 
have no controlling interest whatever. If any concerted action on their part 
could be secured, it would be marshalled only for ignominious defeat by th*, 
ring management who control the funds, and perhaps the unlimited use of a 
proxy majority of the policy-holders. 

These ring managers hold on to power, and by the ingenious circulation of the 
rumor that new business will be declined and that "recuperation" will be inau' 
gurated, take their leisure to find a profitable purchasing customer. No intima- 
tion was ever promulgated that these managers had commenced recuperation by 
pruning their own salaries. Information as to where and to whom premiums 
may be paid, since the withdrawal of the regular collecting agent, is frequently 
denied to policy-holders, as is also any statements of the finances. The process 
of freezing out policy-holders is lucrative as it decreases the reserve liability and 
enhances tJie net profits of a re-insurance. 

It is probable that there is a very large majority of policy-holders in the States 
who would even vote their companies into the hands of receivers to-day, rather 
than subject themselves to be sold out and transferred without their knowledge 
or consent. The wrongs now done to policy-holders are small compared with 
those for which i)re8ent re -insurances are simply paving the way. The decrease 
in the number of companies is not yet so great as to prevent active competition, 



86 FIFTH SESSION — INSUEANCE CONVENTION. 

but the tendency is to build up huge monopolies, which the people, and particu- 
larly the policy-holders of life insurance companies, in the light of recent rein- 
surances, have good cause to fear. 

The policy-holders of this country demand from the law-makers of each State, 
that charters life insurance companies, a statute that shall absolutely compel such 
corporations to fulfill their contracts, or to disgorge and make a pro rata distri- 
bution of the funds to the lawful owners. Not only do the present interests of 
polic}' -holders demand such a protection, but the purification, if not the salvation^ 
of the business of life insurance, with its untold interests, call for it as distinctly 
as do the mutterings of thunder presage a storm. 

Mr. Chapman said he would go even farther thsn the language of the resolu- 
tion, and prohibit reinsurances altogether. No company should take a risk 
larger than they wished to carry, with the view of reinsuring a portion of it in 
another company. He thought there could be no reasonable objection to the 
passage of this resolution. It does not propose to be a remedy for all the evils 
of amalgamation ; but it does purpose to secure the rights of policy-holders. 

The resolution does not prevent the reinsurance of a risk ; but permits com- 
panies to reinsure a portion of a risk within six months of taking it, providing 
the risk is too .great. Amalgamation is the exercise of a power assumed to be 
given by law for one company to take the risks and absorb the business of 
another company. The commissioners have no power to interfere with a com- 
pany until its reserve is eaten into, and consequently can do nothing to keep the 
company from disaster until it is too weak to stand. There has been good come 
from reinsurance ; but the evil has far overshadowed the good. The question 
now is whether we should adopt some plan to prevent amalgamation until 
a better law is proposed. The theory of getting the consent of the policy-holders 
before amalgamation is impracticable. Some of them will prefer one company 
and some another, and the question of consent is, therefore impracticable. 

It is also impracticable to have the Supreme Court step in as final arbitrator, be- 
cause the Supreme Court has no generel knowledge of the subject. It is also un- 
safe to enact a law to put the power of approving or permitting the amalgama- 
tion of two companies into the hands of a State Commissioner. To dump a dying 
company over into a reinsuring company is simply to introduce the seeds 
of death and prolong the agony. It is an effort to save a few at the expense of 
the many, and only arrests temporarily a disaster that must come some time, and 
is the greater the longer it is deferred. It is a ruinous policy, which the public 
welfare demands should be, if not absolutely forbidden, which seems impractica- 
ble, at least discouraged and limited by legislation as far as possible. He cited 
the plan submitted yesterday for the amalgamation of weak companies, and 
claimed that it was entirely wrong in theory and impossible in practice. Actu- 
aries differ. Experts differ. What is solvency to one is hopeless insolvency to 
another. In fact, nobody seems to know much about it. This thing is sure — a 
receivership is the worst mishap that can befall a company. But an amalgama- 
tion is the surest road to a receivership. 

Mr. Rhodes said the resolution met his approval as it stood, though he thought 
a better plan might be devised with further experience. The law of Massachu- 
setts already deals with the question of amalgamation as contemplated by the 
resolution. He was of opinion the final arbitrator should not be the State Com- 
missioner, but the Supreme Court. It is a responsibility no man can safely be 
intrusted with and not be open to the charge of bribery at the hands of the 
powerful companies. The speaker agreed with the views of Commissioner Chap- 
man. There is, he said, an unmistakable demand that the evils of amalgama- 
tion shall be stopped, and that this Convention shall not adjourn until it lias 
agreed upon some measure for that purpose. The present resolution is almost 
precisely the same as that before the Convention last year. Massachusetts acted 
upon the spirit of that resolution, and had in a great measure stopped the evils 
complained of. In the matter of life insurance, policy-holders don't always 
know their own interests. They have not the means, they are not in a position 
to know them, and are not, as a general thing, the proper parties to which the 
question of amalgamation should be referred. They must depend upon some 
third party or power for protection from dishonest companies. 
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Mr. Russell said, as in political parties great numbers defer to and follow a 
few leaders, so the mass of policy-holders are led by a few individuals. The 
average policy-holder has nothing to say except that he wants security, but how 
or where he is to get it he has no idea. If asked for his consent to the amalga- 
tion of his company with another, he cannot tell whether it would be best or not. 
If he did, he would know enough not to go into such a company at all. The as- 
sumption that the policy-holders must decide the question of amalgamation rests 
on the popular fallacy that everybody can do everything, when everybody knows 
that he can do no such thing. He would like the resolution better if it simply 
stopped with saying amalgamation must be abolished. As to the question of a 
company's solvency, he would have that submitted to a committee of experts. 
Experts cannot differ as to whether two and two make four, or six. 

Mr. Barnes said he believed the Massachusetts law was a step in the right di- 
rection, and he hoped the example would be followed by other States. He fav- 
ored the passage of the resolution as it stands, and the continuance of the Com- 
mittee on Amalgamation another year, in hopes of its being able to digest and 
present at the next annual meeting a still better plan. 

The resolution was unanimously adopted. 

[The President in the chair.] 

Mr. Rhodes offered the following resolution : 

Hesolved, That it be the duty of every member of the National Insurance Con- 
vention to prepare and submit, at its next session, a paper upon the subject of 
amalgamation. 

Which was adopted without debate or opposition. 

Mr. Nye submitted the following resolution, which was adopted : 

Resolved, That the thanks of this Convention are due, and are tendered to the 
Post^ Free Press, Tribune, The News, and other papers of Detroit, for the un- 
usually able and complete reports of the proceedings of this Convention. 

Mr. Steadman moved that a committee of three be appointed to nom- 
inate ofl&cers for the ensuing year. 

The President appointed Messrs. Steadman, Morrill, and Doyle as said 
committee. 

On motion of Mr. Nye it was decided by ballot to meet next year in 
the city of ^New York; and 10 o'clock a.m. of the third Monday in 
September, 1875, was fixed, by vote, as the time of meeting. 

Mr. Rhodes presented the following resolutions : 

Resolved, That the thanks of this Convention are hereby tendered to the Com- 
mon Council of the city of Detroit for their courtesy in placing at our disposal 
their elegant chamber. 

Resolved, That the thanks of this Convention are hereby tendered to the Un- 
derwriters of the city of Detroit for kind attentions received at their hands 
during our sojourn in their city. 

Mr. Morrow offered the following resolution : 

Resolved^ That the thanks of this Convention are hereby tendered to Hon. 
Samuel H. Row for the numerous courtesies he has so freely extended to the 
\nembers of this Convention. 

The Committee on Nominations reported the following as officers of 
the Convention, for the ensuing year, who were thereupon elected by 
balLot : 

President — Orlow W. Chapman, New York. 
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Vtce-Preaident — Samuel H. Row, Michigan. 

Secretary — Oliver Pillsbury, New Hampshire. 

Executive Committee — Julius L. Clarke, Massachusetts; Giicrcavus 
W. Smith, Kentucky ; John M. Forster, Pennsylvania ; Edwai-d Kussell, 
Kansas ; Lucien J. Barnes, Arkansas ; and Joshua Nye, Maine. 

After some congratulatory remarks by the President, on the work 
accomplished during the present session, the Couventiou adjourned at 
2 o'clock P.M. 



APPENDIX. 



TAXATION. 

In accordance with previous notice, Mr. R. J. Smith, of Chicago, ir 
behalf of the *' Association of the North- West " (Fire-Underwriters) 
submitted the following upon the subject of Taxation, which was re- 
ferred to the committee on that subject : 

Mr. President, and Gentlemen op the Convention — ^Your invi- 
tation to present in form our views upon the subject of insurance taxa- 
tion was as unexpected as it was courteous and generous. Notice of 
our appointment to represent the Fire Underwriters' Association of the 
North-west came to us at so late a day that we had no time, even 
had we anticipated your courtesy, for such a preparation as should 
have been made, to properly present the great number of facts and 
arguments, a thorough knowledge of and digest of which is necessary 
to any useful consideration of the subject. 

Having at the annual meeting of our association — ^lieJd at the city 
of Louisville, Ky., in May last — presented a report which embodies 
our views, we beg your indulgence in submitting it at this time for 
your consideration. 

The difficulties surrounding an equitable adjustment of tliis impor- 
tant question, and especially the great variety of opinions which obtain, 
as how best to effect such an adjustment, renders the duty devolved 
upon us an exceedingly unsatisfactory one, as doubtless the discussion 
of the subject will be to year Convention and the interests it represents. 
Besides -this, so much has been said pro and con^ and the* ground so 
thoroughly gone over by others, there appears little else to do than 
follow a beaten track. 

The following table represents the percent, of taxes on fire and 
marine premiums, as exacted of insurance companies in the different 
States : Alabama, 1 net ; Arkansas, as personal property ; California, 
2 net ; Colorado, 1 ; Delaware, $100 ; Georgia, 1 ; Illinois, same as 
other property ; Indiana, 3 net ; Iowa, 2^ ; Kansas, 2 ; Kentucky, 2 J ; 
Louisiana, 1 ; Maryland, 1^ over $20,000 on all kinds; Massachusetts, 
2 net; Michigan, 3 ; Minnesota, 2; Mississippi, $1,000; Nebraska, 
game as other property ; Nevada, 2 ; New Hampshire, 1 ; New Jersey, 
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2 ; New York, 2 ; North Carolina, 1 ; Ohio, same as other property ; 
Pennsylvania, 3 ; Rhode Island, 2; South Carolina, 1 ; Tennessee, 1^; 
Texas, $250 ; Virginia, 2 ; West Virginia, 3 ; Wisconsin, 2. From 
wrhich it appears that seven States levy no tax ; five States levy from 1 
to 3 per cent, upon net premiums; twenty-three States levy from 1 
to 3 per cent, upon gross premiums ; four States tax the same as other 
property, and three States charge a flat license to insurance companies 
of other States for the privilege of doing business within their respective 
State jurisdictions. 

It will be borne in mind that these taxes are laid upon insurance 
companies only, and solely upon those organized under laws of another 
State than that where the tax is levied. 

Taxation is of two kinds, direct and indirect — one being laid upon 
persons and property, and the other upon privileges. It is the lat- 
ter with which we have to deal. The points your committee desire to 
make, are : 

First. — The fundamental rule of taxation is, that it shall be general, 
and applied to all proportionally alike, and uniform as to the class upon 
which it operates. Second — ^That a State law regulating taxation can- 
not discriminate between its own citizens or institutions and those of 
another State ; and further, that such law cannot extend beyond the 
State jurisdiction. 

The constitutional provision that " full faith and credit shall be given 
in each State to the acts, records and proceedings of every other State," 
would seem to imply that corporations organized under a law of a 
State, when such law confers upon the corporation the rights and im- 
munities of a citizen, as to the status in the courts of the land, the 
manner of acquiring and transferring proj^erty, transacting any kind of 
business anywhere ; that insurance companies, for all purposes of their 
organization, would come within that other constitutional provision, 
" that citizens of each State shall be entitled to all the privileges and 
immunities of citizens of the several States," and hence should have 
exactly the same standing as like institutions of a local organization. 

We do not deem it necessary to cite the numerous cases which from 
time to time have been adjudicated by the courts, involving this queis- 
tion of corporate citizenshiji, and practically recognizing in cor])orations 
many of the attributes of citizenship. A reference to the books will be 
sufficient. 

Business of vast magnitude is now almost entirely done by corpora- 
tions, simply because its very magnitude is too great for the individual ; 
and necessitates the aggregation of talent and capital which can be util- 
ized in no other way than by an association, having, as to property, busi-* 
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uess, and privileges, all the rights of citizenship, or, if you please, of its 
individual members, for a citizen cannot be deprived of his individual 
rights simply because he happens to be acting in a corporate capacity. 
Not only are these rights of citizenship necessary for the protection of 
the rights of the individual members of the corporation, but also of ihv! 
rights of those with whom it deals. 

Hence, not only the courts have repeatedly recognized this citizenship, 
but the statutes of the United States, as well as those of the individ- 
ual States creating corporations, have distinctly vested organizations 
created by such laws with such citizenship, and thus, for all {)ractical 
purposes, bringing such corporations within these constitutional pro- 
visions. 

Several Stale legislatures have, in effect, substantially nullified these 
provisions by laying onerous taxes upon insurance corporations of other 
States, while such taxes are not laid upon similar companies organized 
under their respective State laws, thus also violating the fundamental rule 
of taxation as to uniformity and class, and the local courts have ap- 
parently sustained such legislation. The companies have so long sub- 
mitted to the imposition of such taxes that the custom has almost become 
a law. 

We, however, venture the* opinion that such legislation is illegal, and 
in point of fact has not been so sustained ; but that most, if not all the 
cases adjudicated uj)on, leaning to this side of the question, have been, 
upon legislative acts of a local character, involving some police or health 
regulation, or '* comprehends that commerce which is completely inter- 
nal, which is carried on between man and man in a State, or between 
different parts of the same State, or which does not extend to or affect 
other States," and applicable alike to resident or non-resident citizen or 
corporation, and hence within the constitutional provision ; and further, 
tliat in every case wherein a law discriminating between resident and 
non-resident citizens or institutions has been involved, the courts have 
held such law to be invalid, because of such discrimination ; on the 
other hand, all the State laws regulating taxation held to be vaKd, were 
so held because they did not discriminate in fitvor of citizens or institu- 
tions of the State enacting the law. 

In the case of State vs. North, 27 Missouri, 469, 1858, it was held that 
"a State law requiring merchants dealing in the manufactures of a 
sister State, to take out a license, establishes a discrimination, and is 
unconstitutional." 

In the case of Ward vs. The State of Maryland (Legal Intelligence, 
January 12, 1871, p. 5) it was held by the Supreme Court of the United 
States that a State law imposing a license upon citizens of other States, 
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greater than on her own citizens, is unconstitutional,^' because sucli a 
tax was discriminating against the commodities of citizens of other 
States, and repugnant to the Federal Constitution. 

The same view substantially has been held in cases deciding certain 
tax and license laws of States to be constitutional simply because they 
did not discriminate between resident and non-resident citizens — vide 
Hinson vs, Lott, 8 Wallace, 152, 1868, where the Supreme Court of the 
United States held that a law of the State of Alabama was constitutional 
because '^ it applied alike to the article manufactured within the State as 
well as that made in another State." So in Woodruff vs. Parham, 8 
Wallace, 123, 1868, the same court held that a State law imposing a uni- 
form tax upon its own citizens as well as upon citizens of other States, 
was valid, because there was ^* no attempt to discriminate injuriously 
against the products of another State." 

" It is, of course," says an eminent authority, ** indispensable to the 
very existence of government that it should have the power of raising a 
revenue adequate to its necessary expenditures ; but at the same time, 
as power of taxation is one of the most dangerous powers with which 
the government is intrusted, and has been more frequently abused than 
any other, it requires to be guarded with peculiar care." Hence it 
should be limited to the necessities of the State, because unlimited tax- 
ation means simply destruction, and it should be so levied that every 
person or corporation should pay a tax in proportion to his or its prop- 
erty^ and be imposed upon the class to which it belongs uniformly. 

We are of the opinion that the court of final resort would hold a tax 
upon any lawful business within a State, carried on by citizens or cor- 
porations of another State, when such business carried on by citizens or 
corporations is not taxed, to be unconstitutional, because non-resident 
citizens or corporations should not be subjected to any higher taxes than 
resident citizens or corporations. The power requiring such a tax im- 
plies the power of prohibition. " This was the very evil," says the 
court, in Brown V8, Maryland, 12 Wheaton, 319, "against which the 
Constitution was intended to guard." The courts have further said on 
this point, that the object of the constitutional provision giving citizens 
of each State all the privileges of the several States, and also of reserv- 
ing to Congress the regulation of commerce, was for the " very purpose 
of preventing States from exercising the taxing power to the injury of 
each other, and of the Union." 

If States were permitted to discriminate in taxation, they might do 
so with no limit but discretion, and might so discriminate as would pro- 
duce the very alienation which these constitutional pro>isions were 
intended to prevent, giving, as they do, to the citizen or <U)i|iv ration 
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National rights, that they may not feel as foreigners in another State, 
but have free intercourse for all purposes of ti-ade or travel. 

Hence it appears to your committee that the statutes by which the 
taxes referred to in the foregoing table as being laid by the several 
States upon the insurance companies of other States, and not laid upon 
the insui'ance companies of those States respectively, are invalid, and 
ought not to be enforced. 

But it is said that insurance does not come within the definition of 
commerce, therefore the privilege of companies doing business in another 
State than where they are organized is one of mere sufferance, and are 
subject to such license or tax as may be imposed upon them by the ' 
States respectively. 

"While we are of the opinion that what has already been said covers 
the point fully, we venture to clto an eminei^t judicial authority, where 
it was broadly intimated that insurance did come within the definition 
of commerce — and that in the power reserved to Congress regulating 
commerce, " Congress might legislate upon some, if not all the subjects 
of commercial law, so as to produce a general uniformity throughout 
the Union ; as, for instance, enact a law relating to insurance, to make 
it the same in all the States.'' 

Insurance may be termed the handmaid of commerce, being governed 
substantially, if not wholly, by commercial law, and in its relations to 
commerce is second only, if at all, to that of banking, and involves in 
this country alone the investment of over $ 100,000,000 in capital and 
assets, and carrying a contingent liability greater by far than the entire 
National debt, and possibly greater than the sum of the aggregate debt 
of the several States added to it. 

In its very inception, insurance was almost coeval with commercial 
transactions, and its growth has been parallel and co-extensive since. 
The commerce of the world could not be transacted without its essential 
guarantee of protection to the merchant and manufacturer, and to the 
farmer as well. < 

The power of discriminating taxation being denied, we come to 
another phase of the question, to wit, the tax on gross premiums. The 
power of taxation being limited to the business, persons or property 
within the jurisdiction of the authority to tax, the laws of such author- 
ity can have no extra territorial jurisdiction. Hence the actual situs 
of the thing to be taxed must determine the place of taxation — other- 
wise, in the words of a late decision of the Supreme Coui't of the United 
States, it " would be, under the name of taxation, an oppressive exac- 
tion, made without constitutional warrant, amounting to little less than 
an arbitrary seizure of private property." 
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Agency companies require the premiums received by their agents for 
policies issued, to be remitted monthly to the head office ; hence this 
would seem to determine where they should, if anywhere, pay tax, be- 
fause when premiums, even if they be classed as property, are out of 
the State, there can legitimately be no tax laid upon them by such 
State. 

At best, the taxing of gi'oss premiums is like taxing gross deposits of 
a bank, or the gross receipts of a railroad, manufacturer, merchant, or 
farmer ; it is even more inequitable, for premiums are themselves a tax; 
hence a tax upon them is the worst species of a tax — a tax upon a tax. 
A tax upon gross premiums extorts from the business a tax three to 
five times greater than that laid upon any other kind of property or 
business. It has been well said, if such legislation can be enforced, 
that investors in one kind of business will be compelled to surrender so 
much of tlieir property as public clamor may requii*e. 

We note with pleasure, therefore, that some of our largest States have 
so altered their laws that a moderate tax only — not exceeding that levied 
upon j)ersonal property — is now charged upon net premium receipts, in 
lieu of all other taxes and licenses. 

The principal object of insurance is protection ; hence it should be 
entitled to a consideration it does not now generally receive. 

No one, probably, will object to the requirement that the capital in- 
vested in insurance, wherever situated, shall pay a tax uniformly laid 
upon the class to which it belongs ; and possibly but few, if any, object 
to a tax upon the aggregation of assets in the way of profits, whenever 
such profits shall be realized. But, if a tax be laid in such a manner as 
to more than absorb the profit, the revenue will cease, because the oc- 
cupation of the capital invested will fail to be productive. 

We beg to append herewith the following resolutions, which were 
unanimously adopted at the last annual meeting of the National Board 
of Fire Underwriters,' as an expression of the views of the most ex- 
perienced underwriters in the country : 

Jtesolved, That this board recognizes with pleasure the eflforts of the 
officers in chaige of many of the insurance departments in procuring 
wise and wholesome legislation in their several States, and that we 
pledge our hearty co-operation in securing such further reforms and 
legislation as shall give to the several States a just and fair equivalent 
for the privileges granted to companies from other States, and security 
to their citizens who seek from such companies protection for theii 
property against loss by fire. 

Resolved, That we deem that to be the only wise and righful basis of 
taxation which is founded on the net value to the companies of the con- 
cession granted by the several States, and that while we must ever regard 
any such taxation as a tax on the prudence and forethought of the in- 
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sured, we I ave a right to ask and demand, that if we are to be taxed ab 
all, such taxation should be based on what we make, and not on what 
we lose — our profits, not our losses. 

Itesolvedf That taxes levied on gross receipts are unjust and oppres- 
sive, and are alike opposed to every consideration of justice and to the 
dictates of common sense. 

Hesolved, That we invite the co-operation of all State officials, and of 
all friends of sound underwriting to unite with us in securing uniform 
and just laws regarding this most important matter, to the end that these 
great interests, so essential to the welfare of the State, may be relieved 
from the unjust burden to which they are now siibjected. 

On motion of Mr. Nye, the resolution offered the previous day by 
him on the subject of taxation was read as follows : 

JVhereaSy It is an aim of wise legislation to facilitate the business of 
insurance, and so to encourage the virtues of prudence and economy 
among the people ; therefore, 

Iteaolvedy That it is inequitable and against public policy to impose 
upon insurance any greater burden of taxation than upon the necessa- 
ries of life, and in particular that the gross premium receipts of insur- 
ance companies are not a proper basis of taxation. 

Mr. Charlton T. Lewis, of New York, Secretary of the " Chamber of 
Life Insurance," by invitation addressed the Convention on the resolu- 
tion as follows: 

" Mb. Chairman and Gentlehen : — 

" The Commissioners or Superintendents of Insurance are the proper 
advisers of the State legislatures upon questions of legislation affecting 
the insiirance business. They have repeatedly met in convention, and 
passed resolutions giving formal expression to their advice on this sub- 
ject; and have even gone so far as expressly to recommend to the 
legislatures a tax upon premium receipts, a recommendation which 
several States have adopted. If, then, I shall be able to show that such 
taxation is wrong in principle : is contrary to public policy, and op>- 
pressive to the interests of which you are the official guardians ; you will 
perceive, gentlemen, that in asking of you the passage of this resolution, 
we are not asking any favor for the companies, nor any act which lies out 
of the line of your admitted duty ; we simply ask that you will act in the 
spirit which evidently controls your whole course in this Convention, 
that of a faithful care for the interests confided to your protection. 

**You are aware that several of the States you represent levy 
by law a tax upon the premiums collected by insurance companies 
\/ithin their territory. This tax, in the first place, is collected by the 
wrong government. If a man or a company, residing in Massachusetts 
or Wisconsin, sells anything to citizens of Ohio or Michigan, he may bo 
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taxed on his bQainess by Massachnsetts or Wisconsin, where be lives, 
and under whose protection his business is carried on ; but on what 
principle can he be taxed by Ohio or Michigan ? It would be a pre- 
cisely parallel case if this, or any Western State should attempt to tax 
merchants of New York on their sales of dry goods or groceries to citi- 
zens of the taxing State ; or if New York should assume to tax citizens 
of Illinois on sales of breadstuffs to New Yorkers. True, such a tax as 
this is forbidden by the Constitution of the United States, which >»riJl 
not permit any State to discriminate in its taxation against citizens of 
other States. Wherein, then, do the cases differ ? How comes it that 
some States can and do impose on insurance companies burdens which 
the Constitution itself prevents them from imposing on the business 
of private citizens? Simply in this, that the Constitution, as at present 
interpreted by the courts, does not extend the same protection to 
citizens who are associated in corporations as to citizens who act indi- 
vidually ; it does not prevent the States from oppressing corporations, 
from imposing burdensome and unjust taxes upon them. The States 
even have the power ^ to a large extent, to confiscate the funds saved 
by the heads of families for the deliverance of their children from 
poverty and ignorance, if these funds are held in trust by incorporated 
societies. But there is something above power, and that is what I ask 
vou to consider. Even if there were no constitutional hindrance in the 
way, no sensible man would ask the States to tax the merchants 
of Boston and New York upon sales to their citizens : nor can a reason 
be suggested for tolerating such a tax on sales of insurance which would 
not apply as well to sales of clothing or of machinery. 

" Nay, any such reason would apply better to any other article than to 
insurance. Upon what other article is there heavy taxation which 
woiild do such injury to the community imposing it ? Not merely because 
the burden must fall at last on the citizens of the State levying the tax, 
and upon the most provident and useful class of these citizens, as I shall 
presently show ; but because it is a tax which directly discourages all the 
best habits and characteristics of civilized industry, and tends to retard 
every form of progress. It is not necessary, before this audience, to 
explain how intimately the business of insurance is interwoven with 
the entire fabric of society, and how essential a part it is of the system 
by which wealth is produced and accumulated. You are at once stu- 
dents of political economy and men of practical business ; and in each 
capacity you are familiar with the universally admitted theory, on one 
side, and the universal experience on the other, which prove that, 
if the insurance business were suppressed, a large part of the motive 
find the energy of men, in producing and saving, would be taken away. 
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It is ulicertainty as to the rewards of labor and self-denial thai 
discourages men; and the institution which enables them to makt 
certain that all the fabric of their industry will not be swept away 
suddenly by a calamity which cannot be foreseen, is a chief power in 
promoting the habit on which all prosperity depends. This is so true 
that the extent to which £iie and liii insurance prevail in any commu- 
nity is to-day a fairly exact measure of their rate of progress in wealth 
and civilization. These- institutions are essential to the people, and no 
more unwise legislation can be devised than that which discourages 
their growth, or increases their cost. 

'^' Again, the taxation of premium receipts is a tax of the most odious 
kind in respect to the basis upon which it is levied. It is analogous to 
the old plan of a " tax on sales," which is the scorn of every economist. 
The only scientific principle on which taxes can be levied is admitted to 
be the distribution of them according to the profits which each tax 
payer enjoys under the protection of the State. Productive business is 
expected to yield to business men, not only a return of the capital put 
into it, and their necessary cost of living, but a surplus as profit ; and 
it is for the sake of this profit that it is carried on. It is universally 
admitted that the gross amount of business done is no fit measure oi' 
taxation, only the profit that it yields is. To tax the man who sells a mil- 
lion of dollars' worth of goods at one per cent, profit, and the man who 
sells one-tenth of that amount at twenty per cent, profit, according to 
their sales, would be gross inequity. Hence the object in adjusting tax 
]aws is to cause the burden to fall as nearly as possible in proportion to 
profits. It has, indeed, been found by the experience of several nations^ 
that the taxation of gross sales is the most destructive and wasteful 
form in which commerce can be oppressed by a govei-nment. ' 

" To apply this rule to insurance, what are the profits of this business, 
and what is, therefore, the proper measure of the taxation to be laid on 
it ? I am not speaking of the incidents and relations of the business, 
of the salaries of officers, the fees and commissions of agents, and the 
like. These are individual incomes that must bear their share of the 
common burden, and have no claim to exemption. But the business of 
insurance in itself, being the business of mitigating individual losses 
by distributing them, is in its nature without profits. A manufacturer 
produces clothing or rails which are worth more than the raw material 
he uses, and the wages he pays ; and the difference in his profit. A 
merchant sells goods for more than they cost him, including the expen- 
ses of transporting and of caring for them, and the difference is his pro- 
fit. But when two or three or ten men agree together that, if a certain 
calamity befall one of 1 bem, the others will help him or his family bear 
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it, nothing is produced that can be sold, there is no profit. And this 
iu the insurance business in its integrity. If a tax is laid on this agree- 
ment, it is a tax upon the funds brought together to mitigate the 
calamity; there are no other funds out of which it can come. The 
money is taken, in life insurance, out of the provision made for the 
widow and orphans ; and the honest, manly, equal way to levy it would 
be to lay the tax directly on the policy when paid. 

'' This is always done indirectly, no matter how the tax is levied, but 
the real effect of it is only increased by the indirection. A tax that 
should take away from the funds left by eveiy provident man for his 
family two or three per cent, of the whole amount — no one has ever 
proposed it nor is likely to propose it — would be less oppressive and 
less inequitable than the tax now levied by many States on premiums. 

^^ Another fatal objection to this method of taxation is the exces- 
sive amount of it wherever it is used, and the facility with which it 
is increased upon the slightest temptation. Some of you are familiar 
with the tax of three per cent, on the so-called dividends of Life Insur- 
ance Companies, imposed by Congress during the war. These ^^ divi- 
dends," or return premiums, in the Mutual Companies, amount on the 
average to about one-tenth of the premiums ; and the tax, therefore, was 
equal to about three-tenths of one per cent, on the premiums. But as soon 
as the attention of Congress was properly called to the real nature of the 
business, it was admitted that no tax ought to be collected from it, since 
these returns were not profits or incomes, but merely a reduction in the 
cost of insurance. Although the needs of the country were then extreme, 
and every possible source of revenue was sought. Congress did not 
hesitate to exempt returns of premiums of life insurance from taxation, 
and while the general tax on profits and income was necessarily raised 
to five, and then to ten per cent. , this exemption was steadily main- 
tained. The principle that the business whose sole aim is to enable 
men to bear one another's burdens ought not to be discouraged by law, 
was consistently upheld, and Congress refused to take even three- tenths 
of one per cent, from these premiums during the nation's struggle for 
. life. Yet of some our States, under no such pressure, are now exacting 
from this business a tax ten times as great as that which Congress 
would not maintain because it was unjust and oppressive. It requires 
careful reflection to comprehend the- extent of this burden. You well 
remember the excitement and remonstrance stirred up in the financial 
centres of the country by the tax of one-twentieth of one per cent, on 
sales of stocks and bonds — ^how bankers and brokers cried that their 
business was mined ; how Wall Street referred its dulness and decline 
to the tax ; how even political economists of nr te demonstrated that 
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tlie impost on exchanges wais unwise ; and how Congress took the first 
opportunity o/ a full treasury to repeal it. But here is a tax sixt}* 
times as great, levied to-day, not upon investments of capitalists, bu-t 
%ipon the savings of husbands and fathers ; not upon the speculations 
of the rich, but upon the barrier which industry is striving to erect 
against poverty. And the example set by such States as Pennsylvania 
and Michigan in this direction is improved on by counties, cities, and 
towns, until there are places which I could name in which the working- 
man cannot insure his wife against being left destitute by his death, 
without paying in taxes almost a year's interest on every dollar he 
pays in premiums. * 

** The worst of these evils evidently lies in the adoption of the pre- 
mium as the basis of taxation. There is no principle to justify it, and 
therefore there is no rule by which the amount of such taxation can be 
regulated. Admit the right to tax premiums, and there is no limit 
short of confiscation that can be imposed upon legislatures and muni- 
cipal councils in their levies upon this business — and the taxation now 
practised by many of them is confiscation. We therefore respectfully 
ask you, gentlemen, as the official and authorized- advisers of the States 
in insurance matters, not to commit yourselves to any theory of taxa- 
tion or of exemption ; but simply to declare that — whether insurance 
ought to be taxed or not, whether taxes upon it ought to be levied in 
one way or in another — the premium re<ieipts of the companies are 
not a proper basis of taxation. This is a point on which we cannot 
dififer, however far apart we may be on other topics ; and that it is im- 
portant enough to demand an expression of opinion from you is ob- 
vious, not only because this erroneous and burdensome method of 
taxation has been adopted in many States, but because this Convention 
was called upon to discuss and decide upon it at its very first session ; 
and did utter a decision which, I am sure, you all now regard as in- 
correct." 

Mr. A. F. Harvey, Actuary of the St. Louis life Insurance Com- 
pany, agreed ^ith the last speaker that taxation of premium receipts is 
wrong, and should be abolished altogether. He had succeeded in de- 
monstrating this fact to the satisfaction of the Missouri Legislature, 
which had thereupon abolished such tax. He knew it would be a 
delicate and, perhaps, difiScult matter to wipe out such taxes. But 
there shoidd be an. effort to that end, and the commissioners can do 
much to accomplish it. 

Mr. E. A. Hewitt, of New York, editor of the Ch/ronide, thought 
the resolution of Commissioner Nye covered as much ground as the 
Convention shotild properly attempt to cover. The insurance com- 
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panies have been taxed bejoud all justice, and this tax has come out of 
the policy-holders in the end. That insurance companies should pay 
some tax on their investments, and for the protection afforded to them 
by the several States, there is no doubt. The question is how to dis- 
tribute this taxation equitably. This, in the niatter of a mutual life 
insurance company, is a question of great difficulty. His own view was 
that the proper basis of taxation was the measure of the value of the 
privilege conceded by the State. The State has an undoubted right to 
demand pay for the* privilege of doing business within its borders. On 
this point he was a State rights man. To find out the exact measure 
of the value of this privilege is a question for wise legislators. 

Mr. J. T. Leggett, of the Michigan Mutual Life Insurance Company, 
deemed it an injustice that insurance companies should be taxed to 
maintain the office of Insurance Commissioner. If this office is estab- 
lished for the protection of the people, and not in the interest of the 
insurance companies, then the people should pay the cost of maintaining 
the office. This, among other thiugs, he deemed an important item of 
taxation worthy of consideration in connection with the whole subject. 

Mr. Row, of Michigan, suggested some difficulties in the way of the re- 
moval of the-taxation of the gross receipts of life insurance companies. 
If a citizen of this State makes an investment herein, his property is 
taxable. He adds to the wealth of the State, and year after year pays 
nis proportion of the expenses of maintaining government. If he de- 
posits money in a savings bank for his prospective widow and orphans, 
he is bound to give it in to the tax-gatherer, and pay taxes upon such a 
deposit. But if he invests in life insurance in a New York company, 
his money goes to New York, is there invested and taxed, while Michi- 
gan loses all present taxation benefit from such investments by its citi- 
zen. These are the questions which reach us, and whether practical or 
not, must be answered to the satisfaction of Western legislators before 
they will favor the removal of taxes. The unwisdom of the laws of 
New York restricting investments to that State is apparent, and has 
had a full share in influencing the taxation legislation of the West. This 
question of taxation is one of the most difficult when the laws of the 
different States are analyzed. Take, for instance, Connecticut and 
some other States that do not tax life insurance premiums. The pol- 
icy-holder in such non-tax-charging State pays no tax to his own com- 
monwealth, neither does the company in which he .invests his money — 
but he pays (through his company) to the State of Connecticut a large 
tax each year. During the year 1874 there was paid into the Treasury 
of the State of Connecticut, by the life insurance companies orgpnizcd 
under the laws of the State, the large sum of $322,891.55, being a tax 
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oi one-half of one per cent, on the gross assets of the companies. 
How are these assets accumulated ? They are the premiums paid in 
by the policy-holders of every State in which the companies do busi-» 
ness ; and the policy-holders pay this tax — year after year the same 
premium is taxed. Beference is made to these States because they fur* 
nish the most of our insurance. They are old States, and moneyed cen^ 
tres. These remarks are not made in any sj^irit of hostility to the re- 
solution, but to show the difficulty surrounding the subject ; also to 
suggest that not only are barriers in the West to be removed, but 
that the laws of the East must be levelled up to the high* plane on 
which you would have the West to stand. 

The Secretary (Mr. Pillsbury) sympathized with Mr. Bow in his per* 
plexities, but believed the practice of taxing corporations where fchey are 
located was well-nigh universal, and not a sullject of criticism unless 
they were discriminated against, or made to bear more than a just share 
of public burdens. He had no doubt the gentleman's own State taxed 
her home corporations, that are largely and some of them very largely, 
owned by the Eastern States. There was certainly propriety in taxing 
property where you find it, although the justice of Connecticut's taxr 
ing trust funds held by her corporations might be questionable. But 
the practice of the Western States, as well as some of the Eastern, of 
going beyond their limits to where the companies are located, after pre^ 
mium receipts collected among them, and for which a fair equivalent 
has already been rendered to impose taxes, is quite a different affair. 
Why may not a State just as well go beyond its limits to tax interest 
received for the use of money, or the profits arising from any species of 
inter-State commerce ? Premium receipts are not profits even, but 
simply compensation for a fair equivalent left in the State whei-e they 
were collected. He contended that States had no more right to pursue 
premium receipts beyond their limits for taxation than they had to pur- 
sue money received of their citizens in exchange, for any useful merchan- 
dise. If, as has been intimated by Mr. Lewis, the life companies de- 
duct from the dividends of policy-holders the amount of the tax assessed 
by the State where they reside, the effect of the State taxation of pre- 
miums will be equivalent to a direct assessment upon those of its own 
citizens, who may be impelled by affection and a prudent forecast to invest 
in life insurance, not only to prevent their families from becoming a bur^ 
den to the State, but to rear them for usefulness and respectability. 
Oould a more short-sighted policy for raising revenue be invented ? The 
basis of life insurance was fixed and the calculations made, certainly in all 
the older companies, before the scheme of taxation was conceived. The 
companies therefore can easily justify themselves in this contemplated 
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movement as a necessity to enable them to fulfil their contracts 
Fire insurance companies may protect themselves against taxation by 
discriminating in some similar manner. Will States then persist in 
discriminating against those who protect their property and their homes 
by taxing themselves? He regarded the taxation of premium receipts 
as one of the wonst species of indirect taxation. Show every life and 
fire policy-holder just how much it is, and take the amount directly 
from their pockets (as is contemplated in effect already by life compan- 
ies), and you will raise an army of clamorous opponents to this scheme^ 
and he predicted that taxing premium receipts at home even, as well as 
chasing them from one State to another for this purpose, would soon 
cease. While life insurance is adopted by only a part of the public, 
fire insurance is recognized by all as a wise measure of political economy. 
Instead of being cloggAi it should therefore be encouraged by the re- 
moval, as far as may be, of burdens which the careless and improvident 
escape by neglecting to insure their property. 

Mr. Doyle followed, briefly but earnestly setting forth the Western 
theory of taxation, which he represented was to tax corporations for 
the purpose of relieving the people from unendurable burdens. He 
thought it just that insurance companies doing a lucrative business 
among their people should be taxed in common with railroads and other 
corporations for the privileges extended to them and the protection af- 
forded. Their rates of premium were fixed. If the States relieve them 
from taxation, will these rates be reduced ? He presumed they would 
not be diminished. 

Gen. Smith said it was clearly shown that the anv)unt of gross pre- 
miums received was not a proper basis for taxation. The losses paid 
in the State should be deducted. The excess of gross premiums over 
losses paid would be a more equitable basis than that now acted upon, 
which makes gross premiums the basis of taxation. 

The policy of requiring companies to pay expenses of State super- 
vision, had, he thought, been adopted in every State that has provided for 
regular Insurance Departments. It has been stated here by the repre- 
sentative of a company that this is unjust, and that the people of the 
State should pay the cost of maintaining the Insurance Department, 

State insurance laws are intended not only to protect the policy-hol- 
ders in the State, but to keep irresponsible and fraudulent companies 
from competing with honest, well-managed, sound companies, and to give 
to the latter ofHcial endorsement by State authority. 

In granting to corporations of other States and countries the privilege 
of transacting business within her borders, the State determines the con- 
ditions upon which this privilege is conceded; and has not, heretofore j 
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and ptobably never will, tax her own people or policy-holders in th€ 
State, to provide for paying the expenses attendant upon the admission 
of a company. The company is required to pay for the privilege, and 
can, if it likes, tax the policy-holders. 

Effective State supervision — not the expense thereof — is the thing 
opposed by some companies ; but for good reasons this is not openly 
avowed by them. Their real purpose is attained by cutting off the re- 
sources for defraying the necessary expenses of supervision, thus prac- 
tically abolishing it without directly repealing the laws. 

Many companies would like the endorsement of the State without 
its having effective supervision of their business ; but it is believed that 
sound and well-conducted companies understand that effective State su- 
pervision, under wise and stringent laws, is of great advantage to them 
as well as to the policy-holders. 

Mr. Hewitt reiterated that State taxation should be based upon the 
measure of the value of doing business in a State. This might vary 
with different States. He declined to enter into any discussion of the 
practical method of getting at this measure, but believed it was the true 
and only principle of taxation. He advocated the removal of the re- 
stiiction imposed by New York upon its life insurance companies 
against loaning its assets outside the State. The life insurance compa- 
nies themselves favored the removal of these restrictions, and had almost 
unanimously petitioned for it. 

Mr. Lewis explained that as the tax upon gross receipts was simply 
a tax upon the policy-holders, the mutual companies had determined 
this year to deduct the amount of that tax from the dividends to be 
paid to each policy-holder in the several States. He conceded this to 
be a hardship upon the men who had the prudence and foresight to se- 
cure insurance upon their lives, but it simply illustrated the fallacy of 
such a plan of taxation. 

Mr. Row disclaimed any antagonism towards the resolution just re- 
ferred. He had simply raised questions that were often proposed to 
him, hoping that some would suggest suitable answers. 

The whole matter, including the resolution and the paper of Mr. 
Smith, was referred to the Committee on Taxation. 

The next day Mr. Pillsbury, from the Committee on Taxation, De- 
posits and Fees, submitted the following resolution : 

Resolved^ That it is wrong in principle to tax the aggregate receipts 
of insurance companies. 

The substance of this resolution, having been fully discussed on a pre 
vious day, was adopted by the Convention without opposition. 
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Mb. Presiden't, and 

Superintendents and Commissioners, 

Gentlemen: — When meeting your Secretary in Concord, in 
the early part of summer, lie invited me to be present at this Con- 
vention and read a paper, I had the idea that I could not expect 
that pleasure, and said so to him. 

But, as the season wore away, I was glad to find that I could 
accept the invitation, which had fortunately been an open one, and 
wrote to him accordingly. 

I confess that as I revolved the matter of meeting you together, 
I felt particularly desirous of presenting to your honorable body 
several ideas of great import to the public welfare, for the expres- 
sion of which, it appears to me, that the time is fully ripe. 

It might at first appear that, as I am well acquainted with most 
of you, I could better have visited you in your several offices, and 
j)resented my views personally. But it is more difficult for you in 
private social conversation to bring your minds into the judicial 
attitude, while it would be quite impossible for me to be as strictly 
logical and argumentive in a social relation as when addressing a 
high court of adjudication. Each one here feels a weight of re- 
sponsibility, whether as speaker or hearer ; and it is important that 
the highest responsibility should be solemnly accepted by all hav- 
ing anything to do with the management of Life Insurance. 

The time is not only ripe for a thorough observation of our 
whereabouts, but it demands in ominous forebodings, that we 
should know, without any half doubts, whether we are drifting, or 
scientifically advancing. 
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The great value of insurance is acknowledged by the people, by 
the very act of placing it under the supervision of State officers. 

That act also distinctly expresses a suspicion that the officers of 
the companies may conserve the interests of the companies as 
against those of the insured, and their own as against those of the 
companies ; to wit, that the unenlightened self-interest of the 
officers jeopardizes the rights and property of both the Company 
and the assured, and that therefore the business should be supervised 
by other supervisors than those who theoretically are the guardians 
of the interests of both Company and insured; supervisors who 
shall, with pure disinterestedness, conserve the interests of all. 

While I shall freely, yet earnestly, allow that there is a measure, 
even large measure, if you insistuponit, of truthin this viow — since 
it is an axiom that unenligh tend self-interest is always short-sighted, 
— ^yet I will also suggest that there is another unenlightened self-in- 
terest that much more strongly threatens the safety of life insurance 
contracts than does any real or suspected act of the managers of the 
companies. 

I do not wish to be misunderstood, and certainly not to be mis- 
represented because I speak with freedom, with entire frankness, be- 
fore this honorable body. I do not wish to be thought, nor said to 
speak adversely to the most stringent State Supervision. 

"Whatever my opinion is upon that subject, I do not argue it pro 
nor con, but ask to be allowed to assume that it is desirable, and to 
argue in that view in regard to its true functions. 

We have, one and all, I am sure, but one object, to wit: the mak- 
ing of the business secure and beneficent ; we shall all shake handjs 
upon the motive which actuates us. 

I am thus careful to guard against erroneous deductions, be- 
cause I know that new ideas often startle the imagination and 
induce irrelevant deductions, when more familiarity with the same 
ideas not only robs them of their startling novelty but shows them 
to be angels of light ; they are also apt to seek utterances in strong 
expressions. I do not mean that I shall speak words the off-spring 
of momentary excitement, quite the contrary ; the ideas have been 
conned until they are like the pictures in old Noah Webster's spell- 
ing-book ; apparently something ante-natal. 

My first proposition is, that of all the jeopardies to which life in- 
surance is exposed, — great and fully realized as is that to which it is 
subject through the temptations acting upon oflicers of companies, 
— the greatest are the very laws which have been instituted for the 
express pui-pose of rendering the institution secure. 
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I desire to argne this point here, not because this honorable body, 
or any of its members, were or*are responsible for those laws, at least 
not for their inception, — since none of those constituting this con- 
vention were either the fathers or the god-fathers of the ideas which 
induced the institution of the present insurance laws, — ^but because, 
although I believe this doctrine true, some of you may not, and I 
wish to convert any unbeliever to what seems to me to be the 
truth. 

But I would have you converted to this specific truth, not as I 
would have all men receive it, but because in regard to it you are 
by your official position a mighty power in the land. If you cannot 
have the law changed so as to fulfil truly its intention of being a 
safeguard, you can have it so modified that it will not be an instru- 
ment, as it now is, necessarily productive of jeopardy to this great 
interest which it was intended to conserve. 

Nothing can be good which -is not true, nothing can be perman- 
ent nor useful which is false and not based upon a scientific founda- 
tion. But such '^ a goodly seeming falsehood hath," in many cases, 
that we are often led to place reliance upon what will prove an un- 
substantial basis. 

Are then the bases upon which all the life insurance laws in all 
the States are founded, true or false ? 

False, I say, not having the first iota of science in their en- 
gendering, and, in their outworkings they are expensive, inequit- 
able and insecure. 

N"ot one of the assumptions of the laws is scientifically assum- 
able, and, therefore, they must work with friction, expense and 
hazard. 

I will first illustrate by what will, must, deeply interest you. 

The law assumes that there is an increment of the risk of dy- 
ing in case of each person, with each year of age. All its computa-^ 
tious assume this error as if it could not be debated, and, as one ac- 
tuary said, when he heard the correct idea broached, " That may be 
triie, but, if it is, What will become of all our calculations ?"/ 

That there is an increment of risk to each person, with each in- 
creasing year of age, is a dogma without even a shadow of truth 
for its foundation. 

Its apparent truth is produced by an abnormal, illogical process 
of reasoning. It is produced by including within those observed, 
persons of severally different capabilities of living, and by distri- 
buting equally among all, the risks which belong only to a few. 

I will illustrate my meaning. Suppose, White, Brown, Green 



and Black, each 30 years of age, are averaged in regard to the risk of 
dying that year ? 

White has, I will presume, no chance of living through the year, 
and his real risk of dying is therefore 1,000 in 1,000. Brown, say, is 
sure to drop off within two years, and say that his chances are equal 
between the two years — that is his risk that year, is 600 in 1,000 3 
while Green and Black are in every respect best grade risks, not ex- 
ceeding 2 each in 1,000. All together have 1,504 chances in 4,000 
of dying in that year, or 376 in 1,000, and their net premiums, 
correspondingly averaged, would be expressed accordingly as $376. 

The absurdity of such a procedure is so .plainly seen that this 
illustration can hardly be believed to be a fair one. 

To remove any such impression we will suppose White's risk to 
be but 30 to 1,000, Brown's but. 20, and the other two as before. 
This supposition gives in all 54 in 4,000 or 13.50 chances in 1,000 
to each. This looks so near like the ordinary figures in the table 
that it is not at all startling and is readily accepted, especially as 
the decimal . 50 gives an appearance of great exactness. 

Yet, in fact, this illustration is as absurd as the other, and the 
error is precisely the same in each supposition. 

I am quite aware that these are crude illustrations in one view, 
but they are perfect in another, that in which I wish to use them. I 
am also quite aware that it may be said that the sniall number of 
persons in these illustrations prevents their application to a case 
where the very point is to have the average among a large number 
of persons. 

Because sometimes we are apt to think a person ignorant or 
thoughtless, I will notice this objection, for, although it has not any 
validity, it will aid in illuminating the very error that I am 
combating. 

^ The apparent necessity for having an average made among a 
large number arises from the assumption that these persons will be 
very different in their characteristics — and a large number is taken 
in the hope that thus a sufficient number of superior risks will be 
entangled in the scoop-net to bring up the average of the inferior 
risks. In results this is always an uncertain, unreliable assumption. 

It is a fundamental law of mathematics that ratios can be insti- 
tuted only between quantities having the same unit. 

The persons compared and adjusted must be very similar to each 
other in order that there may be any equity or security in the work, 
since, if latitude is allowed, there is always a tendency to accept the 
inferior — too largely ; but if the proposition is to select together 



those who naturally are alike capable of li\'ing— like Black for ex- 
ample — the task is easy, as it also is if they are to be like White. 

The tendency or the necessity to die during any year is depend- 
ent ujwn two causes — one inherent the other incidental. The 
former we are bound to look up, since the indications may be found 
either in the ancestral record or in the person's own constitution. 

To announce the correct formula will, perhaps, best bring out 
the point that we wish to exhibit. 

Every life, every living thing, has a plateau of life, that which 
may be called its constitutional longevity, at the end of which, at 
best, it must die — its earlier death is incidental. 

This fact is seen in every plant, in every animal ; it exists none 
the less in man. It varies in species, in varieties, in indiyiduals. 

As we always' insure individuals, the individual indications of 
probable longevity are always what we wish to know. 

Perhaps there is no living thing in which there is so much varia- 
tion as in case of men. Their several natural plateaus of life, with 
only incidental risks of dying, range from a moment up to an 
hundred years. This great variation has, probably, been the reason 
why the idea has gained ground that the uncertainties gathering 
about man's life are more numerous than they really are, and has 
induced too many deaths to be attributed to incidental causes, when 
the prime cause was in their natural constitutions. 

. As the persons with varying natural or constitutional longevities 
have been observed together, and as a larger number are born to die 
naturally at forty, in proportion to those born to survive forty, than 
there are of those born to die naturally at thirty, in proportion to 
those bom to survive thirty, of course the increment shown in the 
mortality tables must exist when they are based upon the deaths of 
all these people aggregated. To fully account for the increment, or 
its irregularity, we must go back to the source thereof, in the an- 
cestral tendencies. 

It appears then, that, because persons have the common names of 
men and women, it is not to be assumed that the same facts are to 
be predicated of each and of all in regard to the probabilities of liv- 
ing or of dying, but that the general idea which we all have in re- 
gard to different kinds of living things, and in regard to different 
races and families of men, must be applied to individual men 
and women. 

We must not think that the same liability pertains to all persons, 
but we should perceive the fact that a very different liability may 
pertain to different individuals — who may have not only different 



capacities of resisting death-cansing tendencies — at any one time, 
but for different periods of time: thus of two men, there may be 
no more present liability to death in one case than in the other, yet 
this condition may naturally continue only for a short period in one 
and naturally for a very long period in tlie other. 

This proposition may also be varied, to state that of these per- 
sons one may be a large risk with one variety of conditions about 
him, and the other risk not increased, but perhaps diminished 
thereby. So. that the plateau may be looked upon in a double 
light; as absolute, and as contingent, and in both these aspects 
must the case of every individual be considered, and his risk must 
be determined accordingly. 

I will use an ad hominem illustration of this idea. 

Is there any one here who supposes that youi* worthy Secretary 
— merely because he is one year older — ^lias any more risk of dying 
this year than existed in his case last year ? 

Judging from his '^make up," and knowing nothing of his 
history, I should say that his apparent plateau had improved since 
ho was 25 years of age, and that, although many years older, he 
has not actually as much probable risk of closing his life this 
year as he probably had at the much younger age mentioned. 

I know that it is said that the machine gradually wears out and 
that each hour brings us nearer to the grave. 

Herein, however, are two ideas blended — one of which is true 
and floats the other which is not correct. 

The human machine, if rightly treated, does not *^wear oui" 
It will wear or rust out by now-wear the quicker. Nor doe^ it take 
on an increased liability to die year by year until it has reached 
the verge of its plateau. Some seem hardly to have a plateau, 
since their strength increases from year to year for many years, 
while others have a gradual diminution of strength ; and again, 
others have many plateaus, now higher now lower. But the long or 
short plateau, with a more or less sharp declivity towards the close 
of life, is the natural constitution of most persons. 

Is a horse any more likely to die when nine than when eight 
years old ? Is a rose more likely to fade or a vine to die with each 
added hour of its prime of life ? 

True, all living things are nearer to their death by each passing 
moment. So, if a man takes a policy payable at death, or at any 
specified age, the " level premiums " assessed must be larger at each 
higher entering age, as the premiums will be fewer with each year of 
age, and therefore they must be larger to equal the same assurance. 



That is probably why the minds of many have become so deeply 
fixed on the general idea that there is an increased risk of dying 
each year in case of each person. But the idea that each added 
year of life diminishes our distance from the grave is very distinct 
from the yearly risk of dying, and per se has nothing whatever to 
do with it. These are two distinct facts, although in some indi- 
viduals they may be coincident. 

Should a person have only the same risk of dying each year dur- 
ing all the period of an endowment taken at 50 and payable at 60, 
yet there must be higher premiums than if the policy had been 
taken at 25 and was payable at 60. 

As soon as the endowment idea is withdrawn from the view of 
the mind's-eye, and it is fixed upon the true proposition that, as a 
rule, there is a discernible, a computable plateau of life natural to 
each individual, varying from a short period to four score years and 
ten, the correctness of the idea is at once recognised. At least 
with a very little consideration, it is perceived, that the whole phi- 
losophy, and the exemplifications of the increasing risk of dying at 
each age, in case of each man, has no foundation ; if this be true of 
each man, then is it certain that it cannot be true of any group of 
men, unless each man of a group has been properly assorted for the 
purpose ; doing which must be primarily and conscientiously de- 
pendent upon a proper measurement and adjudication of each risk. 

Yet all the laws, all their assumptions, and all their computa- 
tions, by which reflections or comments upon the solvency, integ- 
rity, and standing of companies and their oiBcers are made, have 
for one of their basal elements, this serious fallacy, that there is a 
regular increment of liability to die with each year of age. 

Nor is this fallacy peculiar to the laws. It saturates the minds 
of all the writers, speakers, thinkers, and formalists of life insur- 
ance, who would doubtless be nonplused if told to leave the incre- 
ment idea out of their minds. 

One voluminous writer, ridiculing his brother professionals in 
Great Britain, says, *^ They vastly magnify the importance of fur- 
ther scientific observations to ascertain the law of the decrement of 
human life, £c,/' not perceiving that the great error of thinking 
that any '^ law " exists was common to himself and to them. 

The complete and undebated acceptance of this error is the 
more surprising since it is positively contradicted by the results of 
^' n>edical selection," even as generally applied. This at once inter- 
feres with the increment, retarding it for a less or greater number 
of years. Now, as the " medidal selection " does not increase the 
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length of the lives selected, it must merely, to a degree, distinguish 
those who are naturally longer-lived than those discarded. 

It may be said that the selection only discai'ds those who have 
become inferior risks through incidental causes. But all know that 
if a person is perfectly sound at twenty-five years of age, but whose 
mother — whom he much resembles — died of consumption at 30, no 
medical examiner would be so ignorant as to recommend his insur- 
ance, at least until that age is fully passed. Here we have a case of 
a well defined plateau expected — or prevised — and only a corres- 
ponding but more complete knowledge properly applied is needed 
to previse with greater certainty the probable plateau of most men 
and women. Most of them do not sicken and die from incidental 
causes, but three-fourths to four-fifths of them die near to the age 
at which some ancestor died, and of the same class of diseases. 

It is also to be noticed that no man is a perfect unit in regard 
to the natural longevities of all parts of his body, for while one 
part may naturally have a long-lived plateau, another part, perhaps 
of the same organ, may have a very short-lived plateau, and, if of 
sufficient consequence in the human economy, it will, by dying, com- 
mit homicide upon all the naturally long-lived parts. This is illus- 
strated by what we every day see. 

The roots of some of the hairs in some persons live out their 
full period in early life, and dying, never regrow. While other hair- 
roots or glands of the same person inherit a long-lived vigor that is 
gratifying to the possessor. 

It is often curious to notice how certain special small spots will 
become bald early in several generations ; also how the whole head 
is bald, or has thin or thick hair, or a spot of gray hair, following 
the ancestry most curiously in instances. This proves that the 
secretory tissue of different hairs may naturally have very different 
lengths of life, and that these differences are owing to inheritance. 

It is very seldom that slight or extensive baldness is produced by 
incidental causes, and no one expects such a result often ; neither 
should we teason otherwise about the causes of short or long life in 
other parts ; it is related to the natural plateaus of their life. 
Some of the gastric tubes or glands of the stomach may be short- 
lived naturally, while others may be naturally long-lived ; the same 
may be said of the cells of the liver, or of the lungs, or of the parts 
of any other organ, which is so evident in regard to the hair roots, 
bulbs, or glands. 

It is therefore perceived that the longevity of any person is not 
to be estimated by the indications of gx-eat Ipngevity in some parts 
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o:.ly, of his body, nor is his longevity a resultant or average of the 
various plateaus which are natural to his different organs, but it is 
an individual matter, depending upon the shortest-lived plateau of 
any parts essential to life. 

These doctrines are not new to some of you now, but are accepted. 
I am also happy to say that they have not met the misfortune that 
most new and practical ideas do meet, for they have been accepted 
heartily, and at once advocated, so far as I know, by eveiy med- 
ical man to whom they have been submitted ; indeed they appeal so 
strongly to the scientific sense, harmonize so completely with the 
experience, and so clearly explain the daily observations of every 
medical man that, as soon as apprehended, they appear self-evident 
to him. 

This doctrine or idea of diverse natural plateaus and longevities 
in different persons, and in different parts of the same person, is 
also intensely interesting, very satisfactory, and of the greatest im- 
portance, in all its modifications and ramifications, to every non- 
professional man, since it affords to him also a simple basis for the 
explanation of many observed facts which vitally concern him, and 
which otherwise seem to be fortuitous or mysterious, and not 
amenable to any law or correlation : for instance, it instructively 
suggests that, if a considerable part of an organ is incapacitated, no 
matter what the vigor of the other parts, the person must do no 
more of anything than corresponds to the remaining capacity of 
that organ, or he will suffer, and perhaps die, when by care in re- 
gard to the amount that he does, he might live for many years, etc. 

It also suggests an explanation why a person at one time of life 
will succumb to incidental causes of disease, when he escapes their 
influence at another time, and again, others are exempt to a very 
high age. A vocation, residence or habit may, therefore, to one man, 
family, or to a whole neighborhood of people be apparently innoc- 
uous, while to others the same will be deadly. To those who are 
naturally long-lived in all their organs the frequent use of alcoholics 
seems not to be harmful, and, although really injurious, at least 
never useful, the evil works so gradually that more than one gen- 
eration will usually be required to show deleterious accumulations 
of the bad influences which will show themselves in a short time 
in bodies, the longevity of parts of which are in the process of ter- 
minating. If, therefore, we see persons living to a high age using 
liquor, or indulging some other bad habit, the long life does not 
argue in favor of the bad habit, as at first appears to be the case. 

Again, some, all of whose organs are short-lived, wiU have none 
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which are much shorter-lived than the others, and while they live, 
therefore, show just as remarkable vigor of health, as those who 
are naturally very long-lived, and will, during this time of their 
life, or until near its close, naturally resist all the incidental causes 
of disease equally with the best ; but as a rule, those who are nat- 
urally long-lived, or first grade risks in regard to longevity, are also 
first grade in respect to vitality or power to withstand unfavorable 
conditions for the time being, while those inferior in regard to lon- 
gevity are also usually inferior in respect to vitality. 

It is evident, therefore, that what are called extra hazards will 
almost uniformly bo much more so to the naturally short-lived than 
they are to the naturally long-lived. Even on the battle field, where 
it would be supposed that fortuities would be distributed impar- 
tially, the longevity and vitality of superior risks often carry them 
home alive, when the inferior risks will die. True, if a large 
cannon ball should squarely strike the head of a natural candi- 
date for ninety years, it is not argued that his chance would be any 
better on account of his ancestry, constitution, or habits, than that 
of an inferior risk ; but half a dozen bullets might, as has been 
known, pass through different parts of his body without causing 
death, which would be induced in an inferior risk by merely the 
shock caused by a single one. 

In some cases of great prospective longevity, and present vitali- 
ty, persons have been known to pass through visitations of yellow 
fever, cholera, and the like, even tending the sick with impunity. 
These, and like instances, prove that risks are individual, and that 
the law and the books are fallacious in assuming that large numbers 
of risks wide-spread are an element of security, and an essential ba- 
sis for insurance. That depends upon their character. Have not 
some of the Companies found that risks at ordinary premiums 
spread through the South did not cover their cost ? Would not one 
hundred average risks in New Hampshire make a more secure 
Company than five hundred of those averaged with five hundred 
risks in the South, or in most of the Western States ? 

I know it is said that epidemics may rage in one section, es- 
especially if small, and invalidate security, and the question is often 
put, — Where would be the security of insurance if a wide spread, 
devastating epidemic should prevail ? To this the books have no 
answer. But I answer that epidemics j^reimZ only among inferior 
risks, and in whose constitution the epidemic finds a favorable con- 
dition. The best grade risks withstand the unfavorable influences 
«o well that security will not be invalidated by them, and the in- 
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ferior risks must be charged a premium covering their risk, and so 
few of them insured that they cannot disturb the security ; (by in- 
ferior I do not here refer to unsound risks, but to those who are 
sound and usually insured as good, are so for the time being, but 
who will not last.) , 

It is a burlesque and mockery of science to assume for a mo- 
ment that all men and women are equally amenable to epidemics, or 
to other incidental causes of death. Indeed the causes thus called 
are'not really so except in a few oases; the so-called incidental 
causes are also usually combined with constitutional conditions 
favoring disease. Hence in one season we notice many sudden 
deaths, in another season many lingering cases die, in another the 
very old drop off in unusual numbers. So also we see in one long 
settled section of our country that nearly all persons have light 
complexions, hair, etc., and in another they have dark hair, com- 
plexions, etc. ; partly owing perhaps to inheritance, but chiefly 
owing to the fact that the observed hair and complexions are the 
" fittest ^' for the section ; those who had other constitutions dying 
out through the effect of the unfriendly condition. Peculiar con- 
stitutions must therefore seek the conditions ^^ fittest " for them. 

It has been said that statistics show that a somewhat larger pro- 
portion of Jews than of Christians attain 70 years of age, which ia 
doubtless true ; but it is also true that a hundred times larger pro- 
l)ortion of Christians than of Jews attain 90 years of age. 

The western part of Vermont, touching upon the mountains, 
is one of the healthiest sections in the world, having very little 
sickness, most of those bom there attaining a moderate old age, 
yet very few reach extreme old age, compared with the number 
in Eastern Vermont, which again is much exceeded by "New Hamp- 
shire, which bears the palm in all the world for the proportion of 
the very long-lived among its native inhabitants. Its original set- 
tlers were the select of the select long-lived. 

Thus in every case the antecedent inherited constitution is the 
fonndation, the siiie qua non, to which incidental causes are sec- 
ondary, and of which they are only modifiers. 

I am often asked if I mean that the plateau of life corresponds 
to the " expectation of life." Not at all. 

The ^^ expectation of life " is another of those grand fictions of 
the slate and pencil that has no reality, nor any utility, but which, 
like all untruth, if believed and applied, will be apt to do much 
harm. 

y Expectation of life " means the averaging of many so utterly 
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nnlike that the result is exceedingly unjust if cpplied, as it not un- 
frequently is, on account of the unfortunate exaltation which the 
idea has received. 

By this idea of " life expectation/* all of you gentlemen at birth 
were s^id to have no more " expectation *' than any of the good-for- 
nothings bom the same year with you, and who could not, by any 
possibility, Ijve the year out. What nonsense to make up any such 
averages, and then dignify them with the name of "vital statistics." 

They are as valuable to be sure as most of those tabulations and 
deductions which pass under the same name, and the figuring of 
which gives a look of profoundness, that pseudo-science is often 
able to exhibit, deceiving the public, and, 'doubtless, not unfre- 
quently itself. 

This " Expectation ^ of life also, as from its method of produc- 
tion must be the case, is constantly changing with eacli year of 
life. At birth a man has 40 years " expectation," but at 40 lie has 
yet 26 years *' expectation." 

The natural plateau does not vary. It is individual. It is that 
stock of life which belongs to the constitution. It is a man's phy- 
sical capital, upon which he should base all his financial calcula- 
tions, providing by insurance against the unavoidable incidental 
contingencies which otherwise induce anxiety, which diminishes his 
labors as well as his happiness. To insure against these contingen- 
cies is the function and the only province of life insurance. 

To insure beyond the plateau period, and against natural or 
necessary death, will always cost a man or a company too much. It 
is the business of the latter to avoid such business. 

" Expectations " are always based upon inequity, " robbing Pe- 
ter to pay Paul," and although Peter cannot lose nor Paul gain any 
real length of life by the averaging, which is the basis of " expecta- 
tions," yet, by the application of the "expectation" idea, money can 
be and often is unjustly taken from one and given to another by 
** due process of law." The wrong and unscience of which is well 
set forth by one of the eminent lawyers of New York City, R. L. 
Guernsey, Esq., as follows, in part : 

** These tables are stiU used by all courts in England and in the United 
States in estimating the value of life annuities in wills and on dower 
rights, and in case of all life interests in property where a gross sum in 
lieu of such interest or income is paid to the party who is entitled to it. 

** The mode of calculating the probable length of life by the tables 
was at that time the best at hand, but now we see that it is very unjust to 
the healthy and notably long-lived in all cases ; for, as we before said, all 
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classes of individuals and deaths by all diseases were included in these 
calculations." 

''It is apparent that justice demands that it should not be so. Why 
cannot a statute be passed so that the question o£ the probable life of a 
particular individual may be tried or inquired into by a judicial investiga- 
tion, and have the annuity calculated upon the probable length of the life 
so ascertained of that particular individual ? This is a proper subject for 
the Medico-Legal Society of New York to consider, and let it also propose 
plans by which this may be accomplished, and justice rendered." 

We will add an ad hominem illustration : — If the Hon. Deputy 
Commissioner representing Massachusetts, should have occasion to 
settle some property matter in Court, say pay the present value of 
money falling due at his death, would it not be a perfect absurdity 
to compute that value by averaging his probable life with that of 
all other men of his age; or to charge him a premium for insurance 
upon a similar basis? It might perhaps answer to average him with 
the Hon. Commissioner from Kentucky ; but dissolve his probabili- 
ties with those of the whole public, and he loses greatly and unfairly. 

We have received different inheritances naturally. This is a 
necessity, and neither to our credit nor to our discredit ; yet to pos- 
sess a favorable physical inheritance is a superlative advantage bet- 
ter than gold or silver, indeed better than any and all the other 
possessions of earth. To appreciate the fact is important ; to be de- 
prived of its enjoyment by any error or fiction, especially of law, is 
wrong. Surely Insurance Departments, whose particular business is 
to study these things, should discard and condemn the baseless 
formulas and ideas which rob a man of his heritage. 

In conclusion upon this very interesting and, in regard to life 
insurance, all important topic of my address, I will say that the pla- 
teau of life or of organs does not correspond to longevity j it would 
be more nearly, yet not correctly, expressed by vitality. Longevity 
means the whole life; probable longevity means the period to which 
similar lives will reach upon an average — the actual "expectation" of 
similar lives. A plateau refers to the period of life during which 
the life having attained the highest vigor possible in the given case, 
continues without increment or decrement of the risk of dying 
yearly. Its vigor may be great or small, and the period long or 
short, or there may be a combination of these. It may be very 
weak and easily overcome by incidental causes, yet by care may 
have gi'eat longevity; it may be very vigorous but very short ; it 
may be weak and also necessarily very sliort-lived ; it may be won* 
derfully enduring both in vigor and longevity. 
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The plateau does not usually begin until the early unproductiTe 
period of life is past, and usually its termination marks the time 
when the second unproductive period begins. The plateau, there- 
fore, corresponds usually to tlie productive, the insurable period of 
life, all three being shorter or longer in different persons ; an earlier 
or later insurance has usually no reason, is an expense without use, 
is a name and not a reality. The plateau is therefore both quali- 
tative and quantitative; it is the business of medical insurance 
supervision to measure both the vigor and duration of the plateau; 
the amount of its risk being thus determined, protection can be af- 
forded most favorably to the assured coincident with perfect secur- 
ity to the company. 

I will now point out another fallacy of a basic legal assump- 
tion, of which there will not be any doubt in your minds as 
soon as your attention is directed to the matter, for you are all 
familiar with it. I am surprised that it has not furnished a topic 
for comment of tener ; indeed I do not know that it has ever been 
touched, except in an able Report of one of your committees. 

Almost every State Report notices the great number of lapses. 
Is it not certain that always, and in all companies, there have been 
and always will be, many lapses ? 

But does the law allow you when computing the standing of a 
company upon the legally assumed basis, to assume a certain per 
cent, of lapses ? Does it not enjoin you, on the other hand, to as- 
sume that every policy will surely continue according to the name 
thereof, unless terminated by death according to the assumed legal 
ratio ? Yet nine-tenths of those very policies will not be continued 
fifteen years from their inception. We are told that an average con- 
tinuance of the policies is only eight years. 

What an absurdity to assume a mortality to which the insured 
will be subject, which is uncertain, to assume a rate of interest 
which a company will probably receive fifty years hence, also un- 
certain ; yet not assume any lapses, some of which are certain to 
occur, — stiU worse, to assume that there will be none 1 

Gentlemen, permit me to ask, with the utmost courtesy, if you 
have ever computed the improved standing of any company effected 
by assuming say fifty per cent, of the lapses that you are certain 
that it will have ? Is it not quite possible, even probable, tliat a 
number of those numerous lapses which you deplore, would have 
been prevented by the improved standing produced by the just 
assumption suggested ? Would not, by the effect of these two re- 
sults, some companies have achieved success with less hard work ? 
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Indeed it has been said by one influential insurance journal that 
*' there have been times in the lives of all the old Companies when 
they would have succumbed if the present laws had always been 
in existence ; and that no Company can start now and reach ma- 
turity/' Not quite true, yet this is a matter of great moment. No 
company should be branded if it really deserves applause. 

It is a very serious thing if the safety of a business demands 
that it remains a franchise in the hands of those who have it ; if, 
however, this wrong is produced solely by an abnormal law, it can be 
changed ; if it result from a wrong application of the law, that is 
still more easily corrected. 

I will venture to ask, without any disrespect to the law, if it is 
in accordance with the golden rule for the law or its application to 
misrepresent by one iota the standing of any Company ? 

I will now call your attention to another fallacy of the law with 
which all of you are acquainted. 

We see general mortality tables beautifully graded from birth 
to one hundred years, as if, with each yearly trip of old Sol round 
the Earth a regular number of mortals, by mathematical clock- 
work, were called upon to **' pass in their checks." 

Again, we see mortality tables of those said to die while insured, 
which look very much like the " general mortality tables." 

Yet, when we examine the facts we find that very few, if any, are 
insured when very young, and few remain until old age, so that the 
figures are purely assumed in both extremes of the tables, and we are 
sure of this when in one experience table the last man of all the 
assured dies at 95, while in the other the same fact is shown at 99. 

Yet the law accepts these figures as correct, and assumes data 
based thei'eon, multiplies those with other assumed data, and then 
assumes that a company is or is not sound, or solvent, according as 
it appears to tally with the figures which are the outcome of the 
aforesaid composite and complex processes, but for which, in reality, 
as we see, there are no data. Is it not strange, is it not passing 
strange that matters of such very grave importance should thus rest 
upon the ^* baseless fabric of a dream ?" Is it not a marvel that such 
a figment of the brain, or such a cunning device, if you like that 
term better, should ever have been accepted as a reality f 

M«n do not die in the world at large, in accordance with the 
general mortality tables, still less do those who are insured. The 
numerous high ages given by the general collectors of vital statis- 
tics are very apocryphal. 
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There are Terv few who 
live to be an liundred rears 
of age; etill morennfrefjnent- 
Ij does any one pass that 
age. There are not, proba- 
bly, a dozen persons an hun- 
dred years old in the United 
States — ^and there is no prob- 
ability of there being one 
aged 105. There are not 
probably 50 persons in onr 
whole land 99 years old. 
Yet, by the Aetnaries' table 
one person in erery 100,000 ! 
bom must attain to 99. J 

The relevant eigiiificance | 
of these facts will be appre- • 
ciated, if it is remembered * 
that, upon these conjectural 
and very erroneous mortali- 
ty tables, all the computa- 
tions of the ordinary or level 
whole-life premium tables of 
the companies, and also the 
amount of the correspond- 
ing "reserve^' required by law, 
are computed ; the whole of 
which would be much modi- 
fied, higher or lower, by the 
facts. 

Following this thought 
will bring into full relief an- 
other fallacy of the law, and 
its awkward effects. 

I will illustrate : 

You have before you an 
"experience table'^ of mortal- 
ity, showing, in column A 
the ages from 25 to 99 inclu- 
sive, and in B the number 
of deaths per thousand per- 
sons dying at each age. 
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Prefix a $ mark to column B, and you have the dollars and 
cents of "net" premiums (not discounted). 

Add respectively 40 and 25 per cent, of themselves to the figures 
of col. B — called dollars and cents — and you have columns C and D. 

Trace C to the highest age, 95, and there stands the very "gross" 
premium of $1,400, receivable by a company, with which to pay 
$1,000 at death ! $1,400 premium to insure $1,000 one year ! 1 A 
sum of assurance less by $400 than the insurer pays as premium. 
That is to say, he merely insures himself and pays $400 for the pre- 
cious privilege. 

But it may be said : That is only a harmless proposition, no one 
would pay any such sum. Certainly not, if presented in that bald 
manner ; " nor in any other way," the outside world would say. 

But the members of this convention understand the facts too 
well for me to expend precious time in explaining them. I would 
merely say a word or two in illustration of a few grotesque aspects 
of the matter before us that you may not have noticed. 

It is very apparent that a person would not wittingly pay such 
a large premium as $1,400 on $1,000 assurance at 95, nor at any 
time, even if wanting insurance. But the world at large do not 
understand that when they pay whole-life-^eveZ-premiums, of any 
number of payments, they pay a part of this aforesaid enormous 
premium, in each and every of the early years of their policies. 
They are not aware that these enormous premiums, that every man 
would be too wise to pay when due, are raked back and leveled over 
the early years of their policies to produce " level premiums." They 
are not aware that they are asked to pay a part of a premium 70 
years before it is due, which, when due, is $1,400 to insure $1,000 
for one year I 

Does the man at 25 have the least idea that when he pays his 
" Zeve?- whole-life-premium " he is paying seventy years in advance, 
a part of what, with other contingents, will, at a low rate per cent, 
interest, amount to $1,400, and then yield to him only $1,000?.^ 

Let also the other premiums of the other high ages of C attract 
attention and elicit comment. 

How much is the grand total of premium money called for by 
the column C, in its highest 20 years ? The incredible amount of 
$9,946.62 ! ! ! to insure only $1,000 during those years, or to insure 
$10,000 the premium will be $99,466.20 ! ! ! "A good investment " 
forsooth ! 

This might be called farcical if that word had not been already 
appropriated to ridiculous absurdities of a somewhat higher grade. 
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Recall the premiums of the highest five years ; — at 95, 11,400 ; at 
94, $1,199.94 (I like to be exact when reading scientific matters, 
hence, I mention the cents); at 93, $1,027.88 ; at 92, $888. 02 ; at 
91, $745.50, in the aggregate, $5,061.34 1 to insure $1,000 five years ! ! 

This cannot be called farce, it is nothing short of high tragedy, 
when a young man, from his hard earnings, at 25 years of age is 
asked to begin to pay 70 years in advance parts of such monstrous 
premiums for the *^ beneficent purpose of protecting his dependent 
wife and little ones ! '^ I have no heart for laughter when I think of 
the thousands and tens of thousands who have, noble souls, been 
beguiled of their savings in this fashion ; my laugh turns to a deep 
indignation ; to a profound execration of the inventions that have 
betrayed the ^oly cause of life insurance into such disgraceful 
absurdities. 

Cicero says that the " Diviners of Old Rome could not look each 
other in the face without laughing." What would he have expected 
of those who concoct "mortality tables" out of imaginary data, and 
compute over $5,000 as the essential premiums for insuring $1,000 
for five years, and then manage to so hoodwink people as to have 
them pay parts of that enormous amount in their early years before 
the evil days draw nigh, when they shall say " it is not convenient ! " 

But as the law only uses "net" premiums, it may be objected 
that I have made a " gross " display. 

We will then take the ^* net " column B. In this, at 95, only 
$1,000 is demanded ; at 94, $857.10 .; at 93, $734.20 ; at 92, $634.30 ; 
at 91, $532.50, in all $4,158.10 to insure $1,000 during five years ! 

This is, according to the computation, the exact *' net " cost, and 
which must be paid during those years or in advance ; and all who 
insure by *' whole-life-?eyeZ-premiums," the most common form of 
policy, are asked to pay a surplus during all the eai-ly years of their 
policies toward making good those monstrosity "net" premiums. 

And the lav) countenances this by permitting such policies to be 
made, computing reserves therefor, and still worse by not denounc- 
ing all such iniquities and inequities. 

I know that it may be said that a part of these high premiums 
are provided by the surplus paid above yearly cost by those who die, 
or otherwise retire, that dividends will offset, etc., etc.; but this idea 
is the most baleful and demoralizing possible. The wish to profit 
by the misfortunes of others should be cheeked, not encouraged; 
no profit should be allowed as right which is not squarely earned. 
But admit all of this that can be claimed as favorable, and how is 
the case really changed at all ? 
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I wish to ask this intelligent and disinterested body of gentle- 
men, if this method of computing premiums and conducting life 
insurance business is not simply abominable, a disgrace to the age 
in which we live, and if it ought not to be " consigned to the. tomb 
of the Capuiets ?" 

But the mention of *'!N*et" and *^ Gross" premiums suggests 
another fallacy or two of the law : It will be noticed that a per 
cent, "loading" of the high ages produces a very large amount — at 
95, 15400. Yet the law takes no note of this amount, assuming that 
it will all be needed for the general expenses of the Company. 

But if the policies continue, in accordance with the assumption 
of the law, will there be any need of the great amount of loading as 
per column C ? Ought not a portion of that at least to be allowed 
to the credit of any company requiring of policyholders that exces- 
sive amount, which most companies do require ? 

Is there any wonder that the actuaries of high and low- degree 
hold warm contests over the point, whether the solvency of com- 
panies should depend upon "net" or upon "gross" premiums, or 
upon a mean between both ? 

But our thoughts in this connection tend to note the very greai 
difference between the amount of the " per centage " loading of the 
high and of the low ages. 

For while at 95 the loading is $400 ; at 25, it is only $3.24 ; 
again, at 53 it is $6.52, or twice as much as at 25. Is it not worth 
as much to do the business at 25 as at 53, — or at 95, even ? Yet at 
95 it appears by the computation to be worth more than 100 times 
as much as at 25. 

But again, when we notice the surplus added to the natural pre- 
miums of the lower ages to produce the level premiums of those 
ages, we notice that the " loading " of that surphis is a very large 
ratio of it, as of course it must be to produce the enormous loadings 
of the high ages, especially as they are computed at a very low in- 
terest. I will illustrate: 

Suppose the level premium of an annual-for-life policy, at 25, is 
$19.89, see col. E., and the natural premium by the same ratio of 
loading, column C, is $11.34, making $8.55 difference, — the surplus 
paid, as is pretended, for the future use and behoof of the party 
assured (?) 

But the fact is, as you all know, that this $8.55 is composed of 
two parts, the "net," $G.ll, and the loadmg, $2.44, (in the same 
manner as the $11.34, column C, is composed of $8.10 "net" and 
#3.24 loading,) and the entire amount reservable for the use and 
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behoof of the assured is only 16.11. He pays 12.44! to the Company 
for conserving the 16.11 at four per cent, interest, until it, with 
other like sums paid in to the Company, shall eqiial the enormous 
"net" premiums of the high ages before mentioned, (70 years). 

But at the age of 53 the level premium is, by the same ratio, 
154.31, column E, or 131.49 more than the premium $22.82, which, 
by column C, is seen to be the real premium for that year. Of this 
$31.49 one pai-t, $22.50, is "net," the loading of which is $9.00. 
This the party pays for the gracious privilege of having his $22.50 
cared for at four per cent, interest assumed, until at some dim dis- 
tance in the future the company, if living, shall use it for his 
behoof. 

If this loading $9.00 is added to $6.52 the loading part of the 
cost $22.82, as per column C, of age 53, the whole loading on a 
level premium at 53 is $15.52 against $5.69 loading upon a level 
premium at 25. Why this difference ? 

But does the law make any difference between the probable solv- 
ency of a company that is filled chiefly with persons above 40, when 
taken, and on whom there is a very large loading, and a company of 
l)ersons, young vrtien taken, and whose premiums, therefore, have a 
small loading? Yet upon ten thousand of the older, and in fact, 
inferior policies, there would be received $100,000 more of " load- 
ing," and so much better showing given to the really inferior com- 
pany. 

If the law takes no note of loading, of course it takes no note of 
these differences. But these differences are observable and not a 
matter of assumption. Ought they not to be observed and their 
values computed ? 

Is there not also observable herein a muchness of improper pay- 
ment by the insured for, as is pretended, the care of parts of hi55 
money ? It would appear that $9.00 for taking care of $22.50 was 
a trifle too much ! That abuse of confidence should be most ear- 
nestly condemned by the law, directly or indirectly. 

Another fact to which I wish here to call your attention, and 
which you must have noticed, since it has been often enough men- 
tioned, yet not as I remember, in just the view in which I will 
present it. 

If a man pays these surplus premiums in advance, he is insuring 
himself to just so great a degree, while aU the time his premiums 
are by computation made for a larger sum. 

"We will illustrate by the single premium at 25, $326.58. The 
real cost of that year, by column 0, is $11.34, leaving $315.24 sur- 
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plus above the cost of insiirance during that year, with a year's in- 
terest to be added at end of year. 

Now, the above premium, $11.34, is said to be for $1,000 — ^while 
in fact it is only for that amount less $315.24, or for $684.76— for 
which the premium of $1,000 is paid ! 

The same idea exists in whatever way a person pays a surplus or 
e;ccess, toward a future premium, in advance. He insures himself 
in just so much, diminishing by just so much the risk that the 
company carries which continues to charge him the full amount of 
premium for this whole $1,000. For if he dies, this, which was his 
during life as a deposit, immediately becomes the property of the 
company ; and although he has paid the full amount of premium 
for $1,000, besides the deposit, the company returns no part of it 
with the assurance. Is this right, or equitable, or necessary ? 

Suppose that in our imaginations we follow a person through, 
from 25 to the age of 95 years, whether he pay by increasing prem- 
iums, or by level annual premium, or by single premium, what 
would be his condition, what would be the character of his " in- 
vestment ?" But it may be said that " If he was sure to live, he of 
course would not need insurance at all ; but suppose he dies — the 
contingency against which he insures ?" Then he certainly does 
not wish to pay in advance premiums, nor any part of them, for 
years to which he cannot live I 

The paying of premiums at or for the high ages is a wicked 
absurdity, in whatever form and under whatever pretext it is pre- 
sented — and however unwittingly the people are beguiled of their 
money. It should not only be discouraged and denounced by law 
but it should be prohibited^ as it is directly or indirectly the Pan- 
dora box from which issue out all the leprous ills that fester and 
ulcerate in life insurance. 

But there is a very inconsistent fallacy of the law in this, that 
while by its computations of reserves for the high ages, and its in- 
direct, if nqt direct laudations of large assets, it encourages and ap- 
pears to approve of the taking of premiums for the high ages, and 
also in the very worst form, viz.: 50 to 75 years in advance ! vet 
the same time all this is contrary to law ; its spirit if not its letter 
and present interpretation. 

It is certainly the spirit of the law to prohibit the making of m- 
surance where there is no insurable interest ; and although by many 
companies this has been loosely construed, or carelessly or wickedly 
neglected, inducing in numerous instances, without doubt, murders 
auji .various villainies; and, although the courts have tolerated van- 
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ous ways of getting around the true objection, yet, in face of all 
this the great truth stands out, and will ever stand out, that where 
there is no interest in the life insured — vesting in the assured — 
there can be no true assurance. Has not the law been sadly remiss 
in not having among its many tocsins sounded one upon this im- 
portant subject 

With few exceptions there cannot be any insurable interest in 
any person's life under 15 to 20, or over 65 to 70; and the law 
should definitely indicate that fact so clearly that there cannot be 
any mistaking it. In short, should prohibit everything of the kind 
both indirectly and directly. 

Did I hear the word " arbitrary " ? I did not expect that. But I 
now remember that I aija /surrounded by those who have been 
trained in that true American school, whose precepts are the tradi- 
tions of the fathers, and by which liberty is held to be the founda- 
tion and capstone of all human blessings. 

I also am your compeer in this ; few will go so &r as I in love 
of liberty or in hatred of the arbitrary, none farther. 

You will not, therefore, have your good sense, nor your love of 
•extreme American ideas, even if Western men, offended by me nor 
by the arguments which I will, with your permission, now adduce. 

Dr. Edward Jarvis, in his very excellent paper upon the Politi- 
fcal Economy of Life, in the last and best "Report of the Massa- 
.■chusetts Board of Health," says : 

** The periods from birth to 20, and from 70 until death, are (with ex- 
ceptions,) the unproductive periods of labor. From 20 to 70 is the pro- 
ductive period : during which labor not only supports itself, but stores for 
its old age, And supports several others under the supporting age." 

This terse, very suggestive description, defines the insurable 
3)eriod, and the reasons for its existence, most admirably. 

It is doubtful if many cases could be found in which a scientific 
:and unbiased court would permit an assurance to be paid upon a 
risk outside the ages mentioned, but would, as it should, declare 
iaJmost every guch assurance void. 

First, — Because it is against public policy to allow such policies. 

Second,— Because there is no insurable interest in an unpro- 
ductive life. 

Third, — Because it is against the law voiding bets to make pol- 
icies in which there is no insurable interest, or to continue them, 
since that whi^h would be wrong ab initio would be wrong in con- 
Mnuendo* - 



28 

Fourth, — Because a contract becomes/?^ se void when the prime* 
conditions no longer exist. 

Whatever might now be the outcome of a judicial decision, I 
feel sure that in the near future in the legal opinion of all courts, 
whole-life policies, and any " term-life" extended beyond the pro- 
ductive periods, will not be considered subjects of a legitimate 
contract. 

But there is another reason why it would be (Jesirable to have 
the law — even if esteemed arbitrary — prohibit policies from pre- 
tending to cover assurance outside of the productive years of life. 

Any life insurance law has, as the sole reason for its existence, 
the pretense of security to policyholders; for this there is but 
one panacea, the restriction of policies to the productive years of 
life; any more latitudinarian form jeopardizes security, which can 
be prevised by no man except under the above-named restriction. 

Can the gentlemen who hear me say whether any company giv- 
ing unrestricted policies has the vitality, or if you choose, the mor- 
tality correlative to its adopted tables? (In a parenthesis I may* 
say just here, in passing, that the idea of the vitality of a company 
is not practically the exact correspondent of the idea of mortality. 
If the mind of the management of a company id constantly directed 
toward obtaining vitality there will be less mortality than if the con- 
stant endeavor is to avoid mortality ; the mental state is different 
in the two cases, and if the question in regard to an applicant is, 
" How long can he live at best ? " the effect will be more favorable 
upon a company than it will be if it asks, "How soon may he die ?") 

Have you, gentlemen, any means of knowing whether any com- 
pany, much less whether each of them, has the conditions in regard 
to vitality and mortality which by the law you are compelled to 
assume that it has ? 

This thought suggests another very serious and fundamental 
fallacy of the law. It assumes that the mortality of all companies 
will be the same, whether in the higher ages about which nobody 
knows anything in regard to any company, or in the lower ages in 
respect to which all of you must have noticed that there is a very 
great difference in different companies — many of them being far 
above the table mortality assumed by the laws. Such assumption 
appears preposterous to the last degree. 

To refresh your minds I will exhibit the following table. 

Certainly, gentlemen, it would not be in good taste for me to 
spend a moment in endeavoring to impress the minds of this au- 
dience vrith the lesson which this table teaches. It stands out too 
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JVb. of Deaths per thousand per annum in all Companies now living which 
did business in Massachusetts in the following years: 

1869 1870 1871 1872 1873 1869 1870 1871 1872 1873 
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prominently to the mind's-eye of those who know what it means to 
need any comment, 

Note, if you please, the great difference in the number of deaths 
per thousand last year in different Companies. In one of the 
younger, 21 ; in a still younger 17 ; in another, 14 ; in older ones, 
19, 18, 17, 16, 15, 14, 13, 12, 11, 10, 9, 7, 6, 3, and some tenths each. 

Again, during the five years we find one with the figures : 12, 14, 
12, 14, 18 ; another, 12, 13, 15, 18, 17 ; both old. One of the 
younger runs, 8, 5, 11, 11, 21, while the oldest of all stands only 
8, 8, 9, 10, 10, and the smallest ratio of all is 5, 6, 5, 4, 3, — ^with 
some tenths in all these cases. 

Can it be possible that it is just to assume one measure of mor- 
tality as applicable to all, when the figures show so plainly that it is 
not applicable to all ; and to require of all the same reserves, and 
only the same reserves, and compare together the standing of com- 
panies by this unitary measure, when some are very much aboye.it, 
and others as much below ? Is it not time, and does not this table 
fihow that it is, to scout the wholesale averaging idea, both of in- 
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dividuals in companies and of companies together. Is there any 
language which the dignity of this occasion will permit me to use 
that will properly portray the absurdity and the gross wrong of this 
computing of the standing of companies ? I beg of you, gentlemen, 
to give this matter considerate attention, and proceed in your sev- 
eral States to influence the revising of the law, that its requirements 
upon you may not be such a burlesque upon truth and science as 
the averaging of the mortality of companies must be. 

Indeed, was not the " Actuaries' " table the result of averaging 
the losses in seventeen companies ? Could it be a measure then for 
each of them ? Since they did not have a common treasury was it 
a fair rule for all ? 

Is not the *^ Am. Experience'* table chiefly the "experience'' 
of one company ? Shall it be assumed as the " experience " of the 
same company at a different time and under other management ? 
Much less may it be assumed as the " experience " of other com- 
panies, as the preceding table proves. 

In fact, is there, or can there be any rule or assumption that shall 
hold good for the mortality of any company during any great length 
of time, particularly if obligations are undertaken which extend 
through 50 to 75 years or more, involving millions of dollars ? 

But it appears that, for a company to pass muster with the law, 
all that is necessary is for it to have assets corresponding not to 
the death losses of its factitive history — but to the assumption of 
the State at a much lower or higher figure than the reality. 

Does it appear appropriate with pencil and slate to figure out 
liabilities upon average computations and wholesale assumptions, 
which are, in fact, dependent upon the correctness of the intelli- 
gence and judgment used in transacting the business, especially 
when the success or security of Life Insurance business is almost 
wholly dependent upon intelligence and judgment? 

It will be allowed, upon all hands, that it would not answer to 
open the doors and insure all comers. It is allowed that the ex- 
pert judgment and intelligence of some one is essential to keep the 
mortality down to the table limits much more to keep it below. 

The most important elements needed, therefore, for computing 
or assuming the liability of a company in regard to its mortality, 
current or ultimate, is a knowledge of the intelligence and judg- 
ment with which its medical examinations are made, or rather 
with which its " medical supervision " is conducted. 

A table showing the degree of the medical intelligence and judg- 
ment having control in any company, would be the best test of the 
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company's security and of its real value to the assured policyholders. 

Yet is is easy for this condition to bo changed for the better or 
for the worse. There is no sure anchorage nor security which 
can be the certain basis of a long period computation. 

Upon this subject I will refer you to a paper by Dr. Moreen 
Morris, not partisan, but written as the well-known papers and 
Eeports of that gentleman were written when, (before he became 
Surgeon-in-Chief, and the responsible medical supervisor of the 
Company with which I am co-related,) for a long period he was at 
the head of the Sanitary Bureau of New York City, and wrote so 
much and so well for the public welfare in relation to Sanitary 
matters. It is his last Report to our Directors, yet will be equally 
instructive to any other Directors ; it is very interesting to tlie 
general reader, and still more so to those at all interested in insur- 
ance topics, exhibiting the true methods of Medical Supervision 
and illustrating how it pertains to security, or rather is the corner- 
stone of security. 

Again, I would ask the members of this convention if they have 
any security that large assets- on hand to-day, for use 50 to 70 
years hence, will be sacredly reserved with interest in each case ? 

Is it not then a decided fallacy of the law to assume that they 
will be kept ? Is it not quite certain, that in many cases, by em- 
bezzlement, by ignorance, by misjudgment, by carelessness, by pub- 
lic disturbances, or otherwise, the so-called sacred fund will be ruin- 
ously deteriorated ? 

The question is often asked, that we have answered, about epi- 
demics interfering with the security of life insurance. If the epi- 
demic is a financial one, there is no salvation to the high assets 
methods of life insurance. 

Is not the uncertainty of legal assumptions, the unreliability of 
the future, also observable by the public, and is not its credulity 
staggered thereby ? 

If these uncertainties, these unreliabilities, are necessary to life 
insurance, so great is its importance and value, that even so great 
cost must be undertaken for the sake of the balance of good. 

But fortunately these hazards are not essential, nor any part of 
true life insurance; in fact, they are lets and hindrances to its work- 
ing, they are blots and blemishes, even sins upon its fair character. 

I am not an iconoclast, per se. I would merely remove the old 
that a better may take its place, and because a better is ready. As 
I would tear down an old house, leaking in the roof, with sills de- 
cayed, ugly in looks, inconvenient, expensive in use, to replace 



27 

it ^ith a more substantial, more comely, less complicate, and more 
useful — at the same time much less expensive — structure. I have 
no patent to amuse or to repel you ; no monoply to offer, which 
**only one man can work ;" no wonderful do-all without cost, making 
every man his own creator of riches. No, that with which I would 
have you replace the unsatisfactory, expensive and insecure machin- 
ery generally used, is very simple, as you will see. 

Every advantage of true life insurance can be obtained without 
any chance of insecurity. The simple plan of policies restricted to 
the " productive period of life," with natural premiums, will be a 
perfect panacea to " all the ills " that so-called life insurance is lit- 
erally and numerously "heir, to." 

These periods must also vary with individuals; for while the gen- 
eralization of Dr. Jarvis extends the productive period from 20 to 70, 
it would not answer when applied individually. If it was so applied 
in insurance it would lead to a ruinous accumulation of inferior 
risks. He whose productive period will necessarily terminate at 60 
must not be allowed a term of insurance extending to 70 ; again, 
one whose plateau extends to 80 need not be limited to 70. 

The plateau of each man's life must be correctly judged, and his 
productive " term-life " conditioned thereby, or security will be 
Jeopardized. It will be jeopardized under any mode of life insurance 
unless thus conditioned; for, although under the high premiums 
of endowment, ten-payment, and level annual-for-life, etc., more 
money is obtained than in " term-life," there is never enough obtain- 
ed to allow the insured to choose his " term," or he will, nine cases 
in ten, " beat " the company ; his term must be dictated to him by de- 
liberative science after a full consideration of his risk. Eo com- 
pany can afford to insure at ordinary rates against deaths from 
constitutional causes. Insurance should be sought only against in- 
cidental- causes ; nor can it be done otherwise with security. 

As in every other important matter, every case must be viewed 
in regard to its differentiations, and only associated with others of 
its kind in the respects differentiated. The basic principle of ma- 
thematics is infracted every time that the doctrine of averages is 
applied to characteristics which can be differentiated; either pre- 
vised or in any way discerned. 

If it is determined that there is an increased risk of dying each 
year among the insured, either from their natural constitution, 
which I deny, or from the accumulation of inferior risks, which I 
doubt, why not allow this increase to he paid each year 9 Why 
make the problem more complex by a "leveV premium plan ? 
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The pay as yon go, " natural *' " normal " business-like plan, seems 
to be the proper one — it is the proper one] thb okly proper one. 

To pay money before it is due for something you may never 
want, and if you do want, can pay for it at the time when it is want- 
ed, is not what men do in any other case. 

To pay money before it is due, is to produce all the ills of so- 
called life insurance; for the law to encourage it, to countenance it, 
not to condemn it, not to prohibit it, is a serious fallacy in its con- 
sequences, very burdensome upon the oflBicers of the State, upon 
companies, and upon policyholders. 

In proof of the fallacy of the law, its unreliability, in regard to 
mortality, assets, etc., and its consequejpt burdensome effects, I think 
I can appeal to every Insurance officer, whether as members of this 
Convention, or at home in the performance of their duties, to bear 
witness that their duties are attended with gr^at anxiety and a 
heavy burden of responsibility, on account of the uncertainty with 
which the life business is laden. 

All of it, gentlemen, has its source and origin in the one cause, 
the provision for the pre-payment of premiums for the high ages. It 
is this which makes necessary the prodigious reserves of a large busi- 
ness: with all their temptations, and their certain uncertainties. 
It is this which makes doubtful the interest to be assumed, and the 
apparent necessity for assuming so low a rate that practically it ap- 
pears extremely absurd. It is this which makes the probable mor- 
tality of a company baseless and conjectureless. It is this which 
makes the whole business assume gigantic proportions in every 
respect, and especially in respect to mystery and absurdity. 

Gentlemen, cut off this provision for the pre-payment of prem- 
iums, cut off insurance at the high ages, and witness the result 
The plague spot which was the source of all your anxieties, and of 
all the ridiculous absurdities that we have seen, is cauterized, and 
life insurance becomes healthful, pure and beautiful, lovely and at- 
tractive, the joy of the world. It is relegated to the category of 
fire and marine insurance. It becomes simple, more easily com- 
prehended and supervised, than fire and marine insurance, as well 
as determinable in respect to security with much greater certainty. 

The question merely is. What is the mortality — from year to 
year — of the practical or productive years of life, and what must be 
the loading (not by percentage) for doing the business ? Let the 
amount corresponding to these be paid year by year, with such 
excess as is necessary to provide against any contingency, and when 
a person lapses his policy, or his " term " expires, let him receive a 
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return of any surplus to which he is equitably entitled, — and life 
insurance is perfectly simple, just, economical and secure. 

If this be not a correct, practical method of life insurance, then 
i& \h&ve no foundation for diXij other form; for every other is this 
one with something added. 

Observe how little trouble State officials would have. The end- 
less maze of contradictions and inconsistencies now so perplexing 
and vexing, would be as completely and instantly wiped out as the 
figures on a boy's slate are extinguished by a wet sponge. 

Throw off the excess of endowment premiums, throw off the ex- 
cess of ten- and other equal-payment premiums, including therein 
the excess of the level annual-for-life premium, and limit the per- 
iods to those years the labor of tvMch is productive, and what do 
you have ? Every thing that any body needs for protection of his 
family, for securing to them the income equivalent to that of his 
labor — ^something that is very simple, plain and efficient — all ac- 
complished not by some prodigious mystery, but simply by cutting 
off unnecessary excesses of premiums which should never have been 
permitted to exist for a moment, but which have been invented and 
affixed for anything but creditable reasons ; though the pretense has 
been that the assured were served, and they have been often so un- 
reasoning as to believe and be beguiled to their great detriment. • 

Introduce this simple reform — this measure of it only — and 
the existence of large assets will be inexcusable, the expense of 
gathering them and again dispersing them will be saved — the great 
evil of taking them from the country and concentrating them in 
the business centres will cease at once ; the speculation in real es- 
tate in the centres, encouraged by the ease with which loans upon 
that property can be effected through life companies, will subside, 
greatly to the advantage of those who wish practically to use real 
estate ; and the money stored in it for a rise, to the detriment of 
every body, will be disseminated into and along all the channels of 
active living business, and promote in three ways at once, the pros- 
perity and welfare of society ; while morality will be promoted both 
by taking from agents the temptations to deceive, and from the 
public the temptation to induce officers to make loans for the sake 
of bonuses and commissions upon property not quite up to stand- 
ard. While the extravagance now displayed in expensive buildings 
and furniture will have no sustenance, and the methods of doing 
life insurance will be relegated to the category of other honest busi- 
ness, sustained by integrity, intelligence, industry, and economy. 

Another important result will be the annihilation of one of the 
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money power in the hands of a few. 

Indeed, the good which will result from the restriction of poli- 
cies to the productive period of life, with natural premiums, will be 
two-fold ; first, by the preyention of evils that wait upon the pre- 
payment of high age premiums, and second, by the great develop- 
ment of the use of genuine insurance. 

Another great advantage in this method will certainly be al- 
lowed. If any failure is about to occur it can be easily prevised, 
and if it occur after the premium is paid for the year, a person loses, 
as in case of a fire insurance, only a part of the year's premium. 
True, if he is in ill health, he cannot equally well become insured in 
another company — and this occasionally would be a calamity — ^but 
not so great as if insured under any other form, since he would 
have so much less to lose. 

I know full well what objections will be made ; made, observe, 
not found, for they do not exist. 

First, and most without reason, it will be said that a person 
would not Avish to pay "natural " increasing premiums because, as 
one says, " they would become too large to pay, &c." To tliis, answer 
is made that they would not be inconveniently large until past the 
productive period. It certainly will not be well for any person to 
pay them now if he would not Avish to pay them then. 

Second. It is said that in " teim " life a person will have no re- 
turns or dividends. That is a non-seqiciier. That should depend 
upon how much he pays and what the business costs. Returns can 
be made if surplus exists, in *^ Term '\ just as well as in whole-life. 

As a practical fact, the Stock Company with which I am asso- 
ciated makes a return this year to all its term-life policyholders, 
they have cost so little it could not honorably do otherwise. 

Third. It is said that the premiums are not large enough to 
pay for doing the business. Especially it is said that the loadings 
are not sufficient. All that depends upon whether the net prem- 
iums are large enough, and whether the loadings are large enough. 
The cost of the deaths of a company and of doing its business are 
necessarily paid by the assured, whatever the form, and certainly 
it is as well for the assured to pay these costs under the name of 
" Term-life " premiums as under any other name. The beauty of 
the " tenn premium '' is that it does not propose to cover more than 
the absolute cost yearly, and a surplus for extreme contingencies, 
returnable if not needed. Certainly the '^ Term-life" does not, and 
need not, cover a reserve for the "net" and "loading" of the mon- 
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strosity preminms of the very high ages — especially many years in 
advance. Whatever is needed for that purpose need not be taken, 
and yet equal safety exist ; there can be no disallowing so much. 

Fourth. It is said that the superior risks will lapse increasing 
premium policies, and leave an accumulation of inferior risks. 

To this I might say that the same remark would be more true of 
any other form ; but will answer that, inasmuch as the '^ exper- 
ience *' of companies has been under the lapsing privilege, and as a 
large part of the insured in all companies have lapsed, then of 
course their " experience " shows the effect of accumulation during 
the productive years of life, although no " experience '' does yet, in 
this country, tell all the truth in regard to the high ages. Hence 
premiums based npon " experience " during productive years ought 
to cover an accumulation of inferior risks corresponding to that of 
the ** experience " upon which the premiums are based. 

If, in addition to this, the party applying is measured in regard 
to his plateau of life, there would be no possible danger of insecur- 
ity from the accumulation of inferior risks, particularly if a very 
small margin as part of the premium was paid therefor. The dan- 
ger may and does exist in case of whole-life policies. 

(I wish to say, in parenthesis, that the pretense that a part of 
the surplus paid by the assured should not be returned to him when 
he surrenders his policy, by lapsing, or by death, because of the ac- 
cumulation of inferior risks, is undermined and exploded by the 
above conclusive argument. ) 

Fifth. It is also boldly said, ^^our experience has proved that the 
term-life business cannot be done without loss, since the policyhold- 
ers select against the company,'^ etc. To this I say, " our experience " 
is just the contrary; Ave have fewer losses among term-life than 
among any other kind of policyholders. It is a poor Medical Super- 
visor, indeed, who cannot usually checkmate the intent of the pol- 
icyholder. If he cannot, what is the particular saving by not giving 
the term-life ? If a party is compelled to take an " annual-for-life 
level premium/^ he pays only a little more compared with what he 
will receive, and he only has to take an extra thousand assurance 
to be ahead of the company, in that respect. That reasoning is, afi 
the boys say, " too thin ;" there is a reason back of the one given. 

Sixth. If there be any other objection invented it has not yet 
been mentioned, to my knowledge. 

I will now bring forward a high authority upon this matter. 
The Hon. William Barnes, in a New Ygrk State Report, says — 

''If life premiums were graduated according to the annual risks of 
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death [viz. : were natural premiums] the aooountsof life companies would, 
by their actual residts, demonstrate the safety or danger of those compan- 
ies to the same degree as the accounts of fire and marine companies de- 
monstrate their safety or danger. " 

All that is to be said, then, is — Let the **life premiums" be 
"graduated according to the annual risk of death," and then let 
" the accounts of life companies * * by their actual results, dem- 
onstrate the safety or danger of those companies to the same degree 
as the accounts of fire and marine companies demonstrate theirs." 

I will also, with pleasure, adduce two recent very high authori- 
ties. In a State Eeport, one Commissioner says : 

''A Term-life policy to tide over the uncertain result of business en- 
terprises, or the period in which the family is dependent upon its natural 
supporter, viz. : before children arrive at a suitable age to provide for 
themselves, is a valuable possession. This form of policy is now com- 
mending itself to general favor." 

The beautiful truth of the expression ^^ tide over" is worthy of 
note, as it so admirably contains the pith of all life insurance argu- 
ment. Another goes still farther, and says : 

** A policy of life insurance should have but one object, — the indemnity 
against loss to the beneficiary by the death of the insured, [and therefore 
it must be no other than the ** Term-Hfe'*]. If other objects are kept in 
view, — large current dividends, tontine distributions, diminishing pre- 
miums, and the Uke, — the contract becomes a speculation, and is outside 
of a purely legitimate business, if there is not a true gambling feature in it. 

** When the system is divested of aU speculative features, and compan- 
ies and agents learn to promise no more than is within a reasonable proba- 
bility of fulfillment, the business will revive and the people will seek the 
security, their dependents need at the hands of companies able to give it." 

These gentlemen become the strongest of authorities, because 
they announce the truth. Others might be quoted, and if we should 
go to the insurance press, we should find its writers almost unan- 
imously wheeling into line. 

That so many should, at various times, have stepped so near to 
the line of truth and yet not have seen the exact jiath should not 
excite criticism. It is ever thus in the history of the development 
of truth. It is often nearly touched yet not quite hit upon, and the 
slightest falling short is sometimes equal to the greatest distance in 
preventing the finding of it. Hence, life insurance, essentially 
English until very lately, has been regarded as mysterious, profound, 
a labyrinth of difficulties, instead of being recognized as the simple, 
comprehensible, beautiful provision for man which it is now seen to 
be vhen popularly Americanized, 



33 

Gentlemen, having finished my general discussion, to which I 
have endeavored to lend as much interest sa possible by illustration 
and otherwise, I beg your considerate attention to a very brief ex- 
position of a matter in which I feel a deep personal interest. 

I would not make the requests that I am about to prefer, unless 
thinking that it will please you to grant them, and that the time 
Ims arrived when this will honor you and advance the grand cause. 
More than one of you can bear witness that we have not sought 
your powerful influence with the public, and, when proffered, have 
thanked the inducing kindness, replying *^not yet, it will only 
make a target for misrepresentation and accusation ; let us wait un- 
til we can be benefited without risk of injury to any courageous 
friend.'* We could not feel otherwise towards any State Ofiicial with 
whom we now have relations, since from each we have received more 
than courtesy, and a consideration more than satisfactory; for it is 
exceedingly gratifying to have reason to highly esteem those whose 
official positions demand a formal respect. 

None of your terms of office date back to the origin of the 
American Popular Life, and although some of you know its entire 
history, others have had no occasion to learn of its history, its ob- 
ject, or its purport, and to such it is merely one among many. 

Nearly nine years ago it was organized with the intent of effect- 
ing a radical reform in the principles and methods of life insurance, 
chiefly in three respects. 

1st, By demonstrating the correctness of the principles of 
Biometry, or the science and art of measuring life,— especially its 
grand application to life insurance. 

2d, By simplifying the modes or forms of life insurance, and re- 
ducing its cost, by introducing the general use of "term-life" natural 
premium policies, to the exclusion of endowment, whole-life, and 
the whole brood of excessive premium, fungous growths, which had 
covered up the true motive — ^protection to the family. 

3d, By condemning the lavish extravagance which on every 
hand was and is exciting distrust of a cause which it was pretend- 
ing to support, develope and adorn. 

True, the first of these objects had the first and strongest hold 
upon our affections, since it is of great worth in very, very many 
other relations besides those pertaining to life insurance. 

The only method of demonstrating the correctness and great 
value of our ideas seemed to be through the competitive market test 
of life insurance ; when that was determined upon, it was also re- 
solved to do the business right, in the other respects mentioned , 
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hence we became, nolens volens, radical reformers ; which involan- 
tary position we accepted with zest and the determination that once 
having put our hands to the plough we would not look back. 

We were willing to abide the test of time; we asked not that all 
should lend a willing hand to help, we only asked for so much con- 
fidence as would enable us to test our ideas, for we would not be 
willingly placed in the position of the boy who was told " not to go 
into the water until he had learned to swim." We had faith in sci- 
entific prevision, believed it to be more reliable than purblind ex- 
perience, and not attended with costly experiments, but we did not 
ask the whole world to pin their faith upon our sleeve. 

" There is no such invigorating principle as faith. It is a principle of 
strength, and courage, and hope. Men who believe most are the strong- 
est men. Doubters never accomplished anything. A doubter never dis- 
covered a new world ; nor invented a priuting-x^ress, nor a sewing ma- 
chine. Doubters never constructed a Paci^c railroad, nor an Ocean tele- 
graph, [nor estabUshed the Science of Biometry.] A doubter never wrote 
an epic, nor built a Cathedral, nor painted a Madonna, nor chiseled a 
Venus de Medicis. A doubter never won a battle, nor founded an em- 
pire, nor inaugurated a successful revolution, nor added a statue to the 
temple of Fame. The world's best and bravest work has been done by 
behevers, not by doubters. — Rev. E. P. Bogebs. 

We were willing to be slow and sure, to let the rising tide float 
us rather than to exert our strength in vain endeavors against an in- 
ertia that we could not overcome. We said it is, it must be, it 
will be. That time has come — we think. 

We have alone, unaided, opposed and buffetted, in the begin- 
ning almost martyrized, for nine long years, worked most earnestly 
for the cause of truth, of justice, of the public welfare in relation to 
Life Insurance. We now politely ask you, gentlemen, the proper 
guardians of the insurance interest to do — not as an act of friend- 
ship, not anything for us, but to the true cause of life insurance — 
simple justice, nothing more, nothing less. 

We also ask of you, — as gentlemen of intelligence, interested in 
science, in the world's welfare and progress, — a plain, straight for- 
ward, and unflinching recognition of the facts and bearings of 
Biometry — especially upon life insurance — and of term-life methods; 
that you will regard both the principles and methods favorably, and 
commend them decidedly, distinguishing, if you please, between the 
ideas and the company, between the enterprise and the enterprisers, 
but at least giving the full sanction of your private and official in- 
fluence to the true plan upon which the business of Life Insurance 
should be conducted. 
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The first year of onr enterprise, the Hon. Wm. Barnes, in his 
Report, speaks of onr ideas as follows : 

** Another Company (the American Popular) takes a wider hygienic 
range, and from all the physical and moral signs of longevity exhibited by 
an applicant, iand the special law of family vitality, as deduced from ances- 
tral tendencies, exhibited both in the direct and collateral relatives, essays 
to modify the general law of average expectation of human life as stated in 
the Table of Mortality, so as to accord with the special law governing the 
individual case, rating his expectation of life, or assumed age, up or down 
the scale of Table Expectation, according to the particular quantum of his 
unexpended vital force. No physician nor actuary will claim that a thou- 
sand or more lives admitted into a company on a uniform basis as * sound ' 
possess an equal amount either of actual vitality or of expectation of future 
life. If an expert was allowed to classify them, taking into consideration 
all the many physical and moral elements entering into the complex prob- 
lem of determining the real expectation of life in each individual case, he 
would undoubtedly subdivide even a thousand lives into several classes. 
Reliable statistics have often shown that even peculiar occupations are 
favorable or unfavorable to longevity, for many of which neither extra 
nor reduced rates of premiums are usually charged by life insurance com- 
panies. Companies can undoubtedly gain advantages in actual status by a 
judicious and skillful selection of lives, although such advantages do not 
appear immediately upon the balance sheet nor annual statement, and can 
only be fnlly realized when a company attains maturity of growth at the 
end of the period of life of one generation. In this point of view, the 
services of a managing officer and medical adviser can only be thor- 
oughly tested by the next generation . 

If by '^ generation ^' the Hon. Mr. Barnes meant a life insurance 
generation, eight years upon an average, we will " rest our argu- 
ment" by saying that he allowed all that we claimed, while he ex- 
pressed our ideas very fully, forcibly, and beautifully, though sug- 
gesting in other words, perhaps rightly, that we might not be able 
to do the do-able. We will allow that criticism then made, to be 
forcible, but noto proudly point to the results of our work as express- 
ed in the mortality of the State Reports, and in our own more 
fully. But if, as it was the effort of our opponents to induce people 
to believe at the time, the Hon. Mr. Barnes meant an average life 
generation, 30 to 40 years, we dissent, most decidedly, as in fact 
everybody else, including himself, now dissents. 

Yet, if Mr. Barnes intended, as we understood that he did, to 
emphasize the words "fully" and "thoroughly," we agree, whatever 
the time included ; for Biometrical Science will develope for years, 
as its fundamental truths and deductions have been hundreds, thous 
ands of years gradually coming to light. It appears new to some, 
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and as having attained maturity suddenly, because in several essen- 
tial particulars, it has recently received a degree of completeness, fin- 
ish, and applicability that is, to the world at large, very striking. 
But its main principles are no novelty ; it is no mystery ; its few 
rules can be soon learned and expertly applied by any well-educated 
medical man of judgment, skill, and tact. Three gentlemen have 
performed the responsible duties of Surgeon-in-Chiefy or " Medical 
Supervisor," in our Company, in its nine years ; the one now hold- 
ing the position, with the shortest practical experience, proves, by 
his work, to be the best, which shows that this is no patent, no 
monopoly. I may also say that, although the language of Mr. Barnes 
does not define at all how much can be done in grading life risks, 
he did not probably suppose, more than we did ourselves, that the 
work could approach the surprising perfection what we find can be 
very easily reached. 

In this, our ninth year, the ratio of our losses has been less than 
in any previous one since the second, less even than the surprisingly 
small ratio of last year, being in all the grades a little more than 3 
per 1,000 policies insured, a ratio so small that its meaning cannot 
be over-looked, nor misunderstood. The diminishing ratio of our 
6th, 7th, 8th, and 9th years surprised us, as it does every one, until 
we noticed the corresponding yearly predominating ratios of the 
best grades, in which the ratio has been very uniform, about 1 per 
1,000 policies, which appears to be a marvel to the usual insurance 
student ; it is merely a simple, necessary, natural phenomenon of 
life. Science would predict it. 

Are we then egotistical, do we claim too much when we ask 
your approval that applicants can be and are by us graded scientifi- 
cally down as well as up the scale of life, which determines the rate 
of their premium more truly — scientifically, equitably, economically, 
and securely — than is done in either fire or marine insurance ? We 
have waited until we could say this without a perchance of denial ; 
until even our business opponents allow the facts. If you cannot 
assent, we can go on as we have come thus far. No new action is 
'essential to our farther success, but if worthy of your recognition, 
and we receive it, our success will be more rapid, our expenses 
lightened, and the public benefited. 

Do you ask how your judgment shall be expressed ? Let it be 
stated that when any company rates lives up or down upon what the 
Superintendent or Commissioner thinks a scientific basis, the com- 
putations of the standing of that company shall be upon such rat- 
ing of age and premiums, — ^precisely as you treat fire and marine 
companies in the correlative matter. 
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Do yon ask how you shall determine whether a company does 
rate scientifically ? Easily : call for a random number of copies of 
policies and their correspondent applications, and the inspection of 
a very few will satisfy you ; or a medical expert may aid you. 

Doubtless the law now permits you to do this ; if there is doubt, 
it can easily be removed by your influence. 

Certainly the spirit of the law requires you to do this, for the 
sole purpose of the law is to produce security to the policyholders. 

Nothing produces so much security as the insurance of best 
grade risks. To obtain them in large numbers they must be graded 
and receive favorable ratings. They mostly know quite well their 
valuable rights and prospects, and they will not be insured at aver- 
age premiums; they feel and say that these are too high for their 
risks ; yet they are willing to pay twice what their risks are really 
worth ; hence are the most profitable to insurers. 

But this also gives the company smaller premiums, while the 
law, as it has been usually interpreted, demands a reserve as large 
as if the risks were not half as good. If stockholders gladly put up 
the requisite capital as an investment, some of the Reports echo 
*' impaired I ^'; the larger and better the business, the more capital 
needed, the more " impaired ; " at which, magnified and misrepre- 
sented by competitors the applicant " starts up alarmed ;'* so that a 
compromise must be made upon a limited business ; then comes the 
question: "If the plan is so good, why don't you do more?'' In 
our fourth year, I believe it was, if we had made in November and 
December the 50 policies demanded, at the same rates as our best 
grades, we could not have remained in all the States. Making the 
same policies in the January after, was all right, in fact improved 
the Company the next year ; that is to say, in plain Saxon, by the 
working of the law, the better such a company is, the worse it 
seems to be. Ought not such a law to be changed ? 

Again, to produce the larger business it must be advertised, and 
other costly and profitable immaterial investments must be made, 
increasing the "impaired" and the " expenses,"* usable against a 
company ; since also the construction account is all carried into cur- 
rent expenses, and a young constructing company is treated exactly 
like an old one, its ratio of insurance expeness is increased, which 
a proper law would lighten. It certainly is an artificial and falla- 
cious condition, which makes that which is essential to a company's 
thrift an element of its discomfiture. It must be wrong. 

But if a business is mostly upon best grade risks, especially if 
insured by " term-life natural premium policies," the receipts and 
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assets in ratio to anything usually ratioed must be very much lower 
than when level premiums, upon whole-life, endowment, and other 
costly policies, are used. Yet the former are the useful, the scientific, 
the secure ; the latter the extravagant, the speculative, the insecure. 

Do not, however, all Reports under the law give especial prom- 
inence and favor to the latter, and oppress the former, in a most 
discouraging manner ? It is, I know, a very solemn count against 
a law, that, in its working, it depresses the righteous and exalts 
the wicked. But is not the count true? Should not this be 
changed, and Insurance Law become what St. Paul says, that Law 
should be: "a terror to evil doers, and a praise to them who do 
well " ? 

Is it not becoming in us then to ask, and is it not proper in you 
to remedy all these wrongs ? 

Do you ask what I would suggest ? Nothing wonderful, simply 
^^ To others do as ye would others shpuld to you.^' 

Let OflBcials in Reports be just as intelligently scrupulous in 
regard to the rights and facts of each company as, in their private 
capacity, they would be about uttering anything that would injure 
the business of a neighbor, or about commending him to the deti-i- 
ment of others. A wrong statement, ratio, or comparison, or one 
which can be twisted into a misrepresentation, if unintended, is not 
a libel, nor amenable to the ninth commandment, yet it may be 
equally injurious, and should be avoided, no matter at what pains. 

It is the mtent' of the law, certainly, to do exact justice and to 
permit and encourage every scientific improvement, since whatever 
is scientific and just pertains to the security of business, and to the 
elevation of morals. 

Can there then be given any reason why every new aspirant for 
honor and success in the conducting of a useful business should 
not have every favor and encouragement shown to him by the pa- 
triarchal guardians of that business ? 

Should he, full of fervor and of some new ideas fresh from the 
forge of science. Be repressed and bid to fall back into the limbo of 
the musty past, unless it be quite certain that the legal assumptions 
which condemn him in that manner, are very surely based upon a 
rock ? But when the bases are all sandy assumptions, and quick- 
sands at that, as in case of the legal mortality basis, etc., etc., what 
8hall be said ? 

Shall it be held that there is nothing new under the sun? 
Shall it be said," the fathers have eaten sour grapes," and therefore 
their ^' sons' teeth are set on edge " forever ? 
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TITLE I. 

GENERAL PROVISIONS. 

Section 1. Short title of act. 

2. Object cmd construction of ilie acU 

3. Sa/rmony in substance only requireoU 

4. The sa/me burdens imposed on Companies not of this 

State as a/re imposed abroad on Gompamies of this 

State, 
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6. Co-operative Companies of other States not to be admitted* 
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8. " American " and *' Foreign^^ Gompames defmed. 

9. *' Company of a State** defined, 

10. *' Commissioner^^ defined. * 

11. '^ Oath'*'* indudea affirmation. 

12. '' Directors'' defined. 

13. '< ui^«n« " cfo^nedL 

General Pkotisions. 

/Sfeor< title of act. 

§ 1. This act may be known as **' The Becifrooal General Insctrancb 

Act " of the State of . 

Object and construction of the act, 

% 2. The object of this act is to revise, simplify, and amend the laws of this 
State, in relation to insurance, with due regard to the legislation of other States, 
so as to secure mutual harmony in the promotion of the public interest, to define 
the relation of the State to companies and individuals, to insure the stability of 
companies, and to protect the interests of the insured. 

And its provisions are to be construed liberally in furtherance of the protection 
of the insured, and so far as may be in harmony with the construction which 
may be given by the courts of other States adopting a like act. 

Harmony in substance only required, 

§ 3. The words, '* the substantial provisions of this act shall be enacted," shall 
be constnied to mean the provisions of this act which defines the right to do 
insurance business and provide for the stability of companies and the protection 
of the insured ; and differences in respect to the organization of the iasmrance 
department, the constitution of companies, or the form of judicial remedies, 
shall not be deemed to impair the uniformity which this is intended to secure. 

7%e same burdens imposed on Companies not of this State as are im- 
posed abroad on Companies of this State, 

% 4. When by the laws of any other State or nation, any taxes, fines, penalties, 
licenses, fees, deposits of money or of securities, or other obligations or prohibi- 
tions, are imposed on insurance companies of this State doing business in such 
other State or nation, or upon their agents therein, so long as such laws continue 
in force, the same obligations and prohibitions, of whatever kind, shall be im- 
jposed upon all insurance companies of such other State or nation doing busineea 
within this State, and upon their agents here. 

Purposes for which Companies may be formed, 

§ 5. Under this act companies may be formed : 

L To make insurance upon the lives of individuals, whether in or out of thia 
State, and to grant, purchase or dispose of annuities and endowments. 

2. To insure houses, buildings and all other kinds of property, against loss or 
damage by fire, in and out of the State, and make insoranoc upon goods, mer- 
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chandiBe, and other propeity in the coarse of transportation, whether on land or 
water, or on any vessel or boat. 

3. To make insurance upon the health of individuals, and against personal in- 
jury, disablement or death resulting from travelling, or general accidents by land 
or water. 

4. To receive on deposit and insure the safe keeping of books, papers, moneys, 
stocks, bonds, and all kinds of personal property.. 

5. To insure horses, cattle and other live stock against loss or damage by 
accident, theft or death, or any unknown or contingent event whatever, which 
may be the subject of legal insurance. 

But no company shall be organized or authorized to issue policies for insurance 
for more than one of the five above-mentioned purposes ; and no company that 
shall have been organized for either of said purposes shall issue policies of insur- 
ance for any other. 

Co operative Companies of oilier States not to he admitted. 

§ 6. No company, not of this State, that proposes to pay losses by making aa- 
sessmenta on its policy-holders after the losses have occurred and does not before 
issuing its poUcies, collect plremlums in money or perfectly secured notes sufficient 
to affect the insurance, shall be permitted to do business in this State. 

'* Company'^'* defined, 

§ 7. The term ^'company," as used in any provision of this act subjecting 
companies to any obligation or restriction, includes individuals, partnerships, 
joint-stock associations and corporations. 

^^ American " and ^^ Foreign " Companies defined, 

§ 8. The term ** American company," as used in this act, designates a company 
which exists by the laws of any State or territory of the United States or by 
the laws of the United States. All others are designated as *^ Foreign.*' 

" Company of a State " defined, 

§ 9. The expression " company of a State, territory or nation," as used in this 
act, means a company incorporated by or organized under the laws of such State, 
territory or nation. 

** Commissioner " defined, 

% 10. The word "commissioner" designates the officer, by whatever name 
called, who is charged, for the time being, with the duties of commissioner of in* 
Borance. 

** Oath " includes affii'mation, 

§ 11. The term *^ oath," in this act includes affirmation. 

'^ Directors ^^ defined, 

» 

§ 13. The term ** directors," in this act designates the trustees, managers, 
or other officers constituting the executive board of a company. Directors are 
included in the term " officers," unless a contrary intention appears. 
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^^ Agents " defined, 

§ 13. The term '^ agent" or ^^ agents," in this act, indudes acknowledged 
agent, surTeyor and all other persona who shall in any maimer, directly or indi- 
rectly, aid in transacting the business of insorance. 

Nothing contained in this act shall be constmed to imply that an agent haa 
any power to bind the company, not expressly, or by necessaiy implication, 
given him by the oompany. 



TITLE II. 

THE INSURANCE COMMISSIONER. 

Section 14. Inewrance Department or Sureau. 

16. Infwrance Commissioner. [This section provides for ap- 
pointment, salary, etc., and is left to be filled by each 
State.] 

16. Disqualification of officers and agents, 

17. General duties of Commissioner, 

1 8. General powers, 

19. JPenalty for refusing to testify. 

20. JEvidence, 

■ ^ 

The Insurance CoMifissioNEB. 

Tnsura/nce department [^or bureau], 

§ 14. There is hereby established a distinct department, to be known as the 
Insurance Department, which shall be charged with the execution of the laws of 
this State in relation to insurance. 

Appointment, Salary, etc, 

§ 15. The Govern or shall appoint, with the advice and consent of the Senate, 
some suitable person to take charge of the Insurance Department, who shall be 

designated ** Insurance Commissioner of the State of [ ]," who shall hold 

his office until the expiration of the term for which the Governor shall have been 
elected, and until a successor has been appointed and qualified, unless sooner 
removed by the Governor, with the consent of the Senate. 

The Insurance Commissioner shall receive an annual salary of % . He 

may appoint a Deputy to assist him in the duties of the Department, who shall 
possess the powers and perform all the duties attached by law to the office of 
principal during a vacancy in such office, and during the absence or inability of 

the Commissioner. The Deputy shall receive a salary of % per annum. 

There shall also be paid the sums necessary to secure the clerical and actuarial 
assistance necessary to the discharge of all the duties devolving by law on the 
'n^partment or the Commissioner.] 
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The expenses of the Insurance Department shall be proyided for by fees and 
assessments upon the companies as prescribed in this act ; said fees and assess- 
ments, when collected, to be deposited with the State Treasurer, to the credit 
of the Insurance Department. 

The salary of the Oommissioner. his Deputy and clerks, and the expenses of 
the •Insurance Department, shall be charged to the Insurance Fund and i>aid 
monthly out of the Treasury of the Commonwealth, i£ the same manner as other 
salaries and expenses are paid. 

The Oommissioner and his Deputy, before entering on the discharge of their 
duties, shall take and subscribe the oath of office prescribed by the Constitution 
and laws of this State, which shall be filed and preserved in the office of the 
Secretary of State. The Commissioner shall also execute a bond with sufficient 
sureties, to be approved by the Governor, in* the penal sum of $20,000, for the 
faithful discharge of all the duties of his office. 

JDiaqiialification of officers amd agents. 

§ 16. No person who is a director, officer, or agent of, or directly or indirectly 
interested in any insurance company, except as insured, shall be commissioner or 
deputy commissioner ; and no officer or agent of any insurance company doing 
business in this State shall be deputed to examine the affairs of a company under 
this act. 

General duties of Commissioner, 

% 17. It is the duty of the Commissioner: 

1. To see that all laws of this State, respecting insurance companies, are faith- 
fully executed. 

2. To file in his office eveiy charter or declaration of organization of a company 
with the certificate of the Attorney-General; and, on application of the cor- 
porators, to furnish to them a certified copy thereof. 

3. To examine, or cause to be examined, at its home or principal office, every 
detail of the business of any company transacting business of insurance within 
this State, whenever, in his jugdment, such examination is required by the 
interests of the policy-holders of such company ; at such times he, or the 
examiner appointed by him, shall have access to all its books, papers and records, 
and shall thoroughly Inspect and examine all its affairs and transactions, and the 
condition of its business. 

4. To publish the result, in detail, of his examination of the affairs of any com- 
pany, whenever he deems it for the interest of the public so to do, in one or more 
papers of this State. 

The necessaiy expenditure of any examination made or ordered to be made by 
the Oommissioner, under this act, shall be certified to by him, and paid by the 
company examined. 

5. To suspend the entire business of any company of this State, and the busi- 
ness, within this State, of any other company, during its non-compliance with 
any provision of this act, by suspending or revoking the certificate granted by 
him ; and to give notice thereof to the Insurance Commissioner, or other similar 
officer of every State, and publish the same in the paper in which, by law. State 
notices are required to be published. 
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0. He shall, as soon as practicable, in each year calculate, or canse to be calcu- 
lated, in his office, by officers or employees of his department, the net value on 
the 31st of December of the previous year, of all policies in force on that day in 
each Life Insurance Company organized by authority of this State ; and of every 
other Life Insurance Company doing business in this State that shall fail to fur- 
nish to him, as hereinafter provided, a certificate of the Insurance Commissioner 
of the State by whose authority the company was organized, or by the State in 
which it may elect to have its policies valued and its deposit made in case the 
company is chartered by the Government of the United States. 

7. Calculations of the net value of each policy shall be based upon the Ameri- 
can Experience Table of Mortality and four and one -half per cent, interest per 
annum. And the net value of a policy at any time shall be taken to be the net 
single premium which will at that time effect the insurance, less the value a\ 
that time of the future net premiums the company has contracted to receive. 
But in case the said net premiums are greater than those called for by the Table 
of Moitality and rate of interest designated above, the net value of the latter 
only shall be deducted. 

8. In case it is found that any Life Insurance Company doing business in this 
State has not on hand, in addition to the one hundred thousand dollars required 
to be deposited with the Commissioner or other financial officer of the State, the 
net value of aU its policies in force, after all other debts of the company and 
claims against it have been provided for, it shall bo the duty of the Insurance 
Commissioner to require the company at once to cease issuing new policies in 
this State. And if the company is organized by authority of this State, it shaH 
be required to discontinue issuing new policies until authority therefor is given 
by the Commissioner, and the assets are equal to the liabilities as abo^e. 

9. Whenever a Life Insurance Company of this State has been required to dis- 
continue issuing new policies, the Commissioner shall cause an examination of its 
affairs to be made ; and if, upon examination, he is of opinion that the company 
is insolvent, or that its condition is such as to render its farther proceedings in 
control of its business hazardous to the public, or to those holding its policies, 
he shall report to the Attorney-General, who shall apply to a Judge of the court 
having jurisdiction, to issue an injunction restraining such company, in whole or 
in piirt, from further proceeding with its business. 

10. He shall accept the valuations made by the Insurance Commiss^loner of the 
State under whose authority the Life Insurance Company was organized, when 
such valuations have been properly made on sound and recognized principles and 
legal basis as above ; provided^ the company shall furnish to the Insurance Com- 
missioner of this State, on or before the first day of May in each year, a certificate 
from the Insurance Commissioner of such State setting forth the value, calcu- 
lated on the data designated above, of all the policies in force in the company on 
the previous 81st day of December. 

11. Every Life Insurance Company doing business in this State during the year 
for which the statement is made, that fails to furnish the certificate aforesaid, 
ehall be liable for all charges and exx>en8es consequent upon not having famished 
said certificate. 

12. For every company doing fire insurance business in this State, he shall cal- 
culate the reinsurance reserve for unexpired fire risks by taking a pTo rata of all 
nremiums received on such risks. 
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13. In marine and inland insurance he shall charge all the premiums received 
on unexpired risks as a reinsurance reserve. 

14. Having charged against a company the reinsurance reserve as above deter- 
mined, for fire, inland and marine insurance, and adding thereto all other debts 
and claims against the company, he shall, in case he finds the capital stock of the 
company impaired to the extent of twenty per cent. , if the company is not of this 
State, require it to cease doing new business in this State. And if the company 
is organized by authority of this State, he shall give it notice to make good its 
whole capital stock within sixty days ; and if this is not done, he shall require 
the company to cease to do new business within this State, and shall thereupon 
immediately institute legal proceedings, as required in this act. 

15. To report, in detail, to the Attorney-General, any violation of law relative 
to insurance companies, their officers or agents, or the business of insurance. 

16. To furnish to the companies required by this act to report to him the 
necessary blank forms for the statements required. 

17. To preserve in permanent form a full record of his proceedings and a con- 
cise statement of the condition of each company or agency visited or examined. 

18. At the request of any person, and on payment of tiie fee, to g^ve certified 
copies of any record or papers in his office, when be deems it not prejudicial to 
public interests to do so, and to give such other certificates as this act provides 
for. 

19. To report annually to the Legislature the condition of the several insur- 
ance companies doing business in this State ; which report shall contain an 
abstract of the annual statements of the companies for the year ending on the 
81st day of December immediately preceding, and such other information as 
may, in his opinion, be necessary to exhibit fully the affairs of the companies ; 
also the names and compensation of his clerks, and the receipts and expenses 
of the department for the year. He shall publish one thousand copies of said 
report, at the expense of the Insurance Department. 

20. To send a copy of his annual report to the Insurance Commissioner, or 
other similar officer, of every other State, and to each company doing business 
in this State. 

21. To adopt and to renew from time to time, when necessary, with the ap- 
proval of the Governor, a seal of office, an impression and description whereof, 
with the Governor's certificate of approval, shall be filed in the office of the 
Secretary of State. 

22. It shall be his duty to see that no company is permitted to insure lives, in 
this State, whose charter authorizes it to do any other insurance business. 

Oeneral powers, 

§ 18. The Insurance Commissioner, for the purposes of examination authorized 
by law, has power, either in person or by one or more examiners commissioned 
by him in writing : 

1. To require free access to all books and papers of any insurance company, or 
the agents thereof, doing business within this State. 

2. To examine any person under oath, which he or any examiner may ad- 
minister, relative to the affairs and condifcion of the company. 

3. For probable cause, to vi it, at its principal office, wherever it may be, any 
insurance company doing business in this State, for the purpose of investigating 
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its affaiiB and oooditiony and to revoke its certificate in this State if he finds ths 
affairs of the company are in an nnsound condition, or if it does not permit an 
examination, and publish in detail the results of such examination in one or more 
papers of this State. 

4. To revoke or modify any certificate of authority, when any conditions pre- 
scribed by law for granting it no longer exist. 

5. The Insurance Commissioner has also power to institute suits and prosecu- 
tions, either by the Attorney-General or such other attorney as the Commissioner 
may designate, for any violation of this act ; and, vrith the approval of the Gov- 
ernor, pay out of the insurance fund reasonable fees for legal services rendered 
the insurance department ; and the Commissioner shall be made a party to any 
proceedings instituted for the purpose of closing up the affairs of any company, 
when the same shall not be in the name of the people of this State. 

6. The Commissioner shall have power to refuse admission to any company 
applying to be i)ermitted to transact insurance business in this State from any 
other State or country, whenever, upon examination, he shall find the capital 
stock of such company impaired, and also whenever, in his judgment, such refusal 
to admit shall best promote the interests of the people of this State. 

I^enalty for refusing to testify, 

§ 19. Whoever, without justifiable cause, being within this State, refuses to 
appear and testify before the Commissioner, when so required, or obstructs him 
in the discharge of his duty, shall, for each offense, be punished in a fine not 
exceeding one thousand dollars, or by imprisonment not exceeding one year. 

Evidence. 

% 20. Every instrument executed by the Commissioner of this State, or of any 
other State in which the substantial provisions of this act shall be enacted, pur- 
suant to authority conferred by this act and authenticated by his seal of office, 
shall be received as evidence in this State ; and copies of papers in his office cer- 
tified by him, and so authenticated, shall be received as evidence in this State, 
with the same effect as the originals. 

Every such instrument so executed and authenticated by the CommlBsioner of 
this State, shall be recorded in the same manner, and the same and its reoord 
shall have the like effect, as if acknowledged or proved according to law. 

The impression of the seal may be directiy on paper, with or without tena- 
cious substance. 
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ARTICLE I. 
Authority to do Business and Bestbiotions on the Powebs oi 

COUPANIES AND AqENTS. 



Section 21. Susineisa of mswrcmce urda/wfvl eoccept a$ provided for vn 

this act, 

22. Approval of charter hy Attorney' OeneraL 

23. Investment of capital. 

24. Examination of capital and aecwrities. , 

25. Conditions of commencing busineee, 

26. AgenCe certificate of anitJiority, 

27. Contents of ad/vertieemente, 

28. JRestrictions on holding real esUxte, 

. 29. Companies must exam^vne their own securities, 
30, JPenaltyfor violation of this act, 

Pboyisionb Applicable to all Classes of Companies. 

Susiness of vnsfwram.ce urdawful except as provided for in this act, 

§ 21. It is tmlilvrfal for insurers or their agonts to make, negotiate, or solioit, 
within this State, any contract of insnrance, except as authorized in this act 

Approval of charter hy Attorney- Oeneral, 

§ 22. No declaration of organization or charter of an insurance company formed 
under any general law of this State, and no alteration nor amendment thereof, 
shall be operative until it has been submitted to the Attorney-General for exam" 
ination ; and found by him to be in accordance with the provisions of this act, 
and of such general law, and not inconsistent with the constitution and laws of 
the United States and of this State ; and so certified by him, and delivered to 
the Insurance Commissioner. For the examination provided for in this section 
the Attorney-General shall be entitled to a f &e of ten dollars, to be paid by the 
corporators. 

Investment of capital and accu/mvlations, 

% 23. No investment of the funds of an insurance company shall be made ex- 
cept in its corporate name. 

It shall be lawful for any insurance company, organized under authority of this 
State, to invest its capital and accumulations not required for its current business 
in the bonds or treasury notes of the United States bearing interest ; or in the 
bonds of this or any other State ; or bonds of any city, town, or county, author- 
ized to be issued by this State ; or in the stocks of the banks thereof or of any 
railroads of this State which are completed and paid for and the franchises of 
which are not pledged or mortgaged ; or in the first mortgage bonds of any rail- 
road corporation of this State ; or they may be invested in bonds and mortgages 
on improved, productive, unencumbered real estate in this or any other State, 
worth double the amount loaned thereon, exclusive of buildings, unless such build- 
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ings aze insared and the poUcj transferred to aaid company and continued in 
force as long as the mortgage continnes. 

2. It shall be lawfol to lend the inmirance capital and aocnmolated f onds on 
the pledge of the aforesaid stocks and bonds, or bonds and mortgages, and change 
and reinvest the same as oocasioQ may from time to time require ; provided^ that 
the current market value of such stocks, bonds, or other evidences of indebted- 
ness shall be at all times during the continuance of such loans, at least twenty 
per cent, more than the sum loaned thereon, and all such loans are subject to the 
power of the company to terminate the same in case of depreciation of the secu- 
rities below that limit ; and that in all investments or loons made upon mortgage 
securities the evidences of debt shall accompany the mortgage ; and that no in- 
surance company shall invest in nor loan on the stocks and bonds, both included, 
of any one railroad company more than one-tenth of its own capital and accumu- 
lated funds ; nor in the aggregate shall the investment in and loan on all railroad 
property exceed one-fifth of said capital and funds ; and no insurance company 
shall own more than one-fifth of the capital stock of any one bank, nor in the 
aggregate shall the investment in bank stock exceed one-fifth of the capital and 
accumulated funds of the company. 

3. If any investment or loan is made in a manner not authorized by law the 
directors making or authorizing the same shall be personally liable for any loss 
occasioned thereby ; but insurance companies chartered by this State now doing 
business shall not be compelled to change any investment that was originally 
legally made. No insurance company organized under authority of this State 
shall keep on deposit in banks or trust-companies, or in its own possession in 
money a larger amount of its funds than is required for its current insurance 
business. 

4. For the purpose of computing the surplus or the imjiairment of capital of 
any insurance company doing business in this State, the following items shall not 
be admitted as assets : Loans on personal security ; premiums overdue more than 
three months ; cash in hands of officers or agents due the company more than three 
months ; advances to agents or officers to be repaid out of future salaries or com- 
missions ; agency supplies, printed matter and stationery ; office furniture, safes 
and fixtures ; company^s own stock or loans thereon ; and all sums due the com- 
pany on bonds and mortgages, bonds, stocks, and book accou!?.t£, of which no 
part of the principle, nor the interest thereon, has been paid during the preced- 
ing year, and for which foreclosure or suit has not been commenced, or which, 
after judgment obtained thereon, shall have remained more than two years un- 
satisfied, and on which interest shall not have been paid ; and all Interest due 
and remaining unpaid. 

5. No investment shall be admitted as assets unless authorized by law. 

JExa/inination of capital and securities. 

§ 24. Before any insurance company organized under this act shall do any 
business, the Insurance Commissioner shall cause an examination to be made, 
either by himself or by a disinterested person appointed by him for that purpose 
who shall certify, under oath, that the capital required by this act, according to 
the nature of the business proposed to be transacted by such company, has been 
paid-in in money, and invested in such seciorities as are required by section 26 of 
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this act. or, if a mutnal company, that it has receiyed and is in actual possession 
of the premiums, or bona fide o^eements of insurance with at least two hundred 
applicants, one-half of which premiums shall have been paid in money, and 
the balance in secured notes of solvent parties, founded on actual and bona ficU 
applications for insurance to the full extent of the value required by law ; and 
the name and residence of the maker of each premium note forming part of the 
capital or assets, and the amount of such note shall be reported to the Gommis- 
Bioner. The corporators or officers of the company shall be required .to certify, 
under oath, that the capital exhibited to the examiner is bona fide property of the 
company, which certificates shall be filed in the office of the Commissionez. 

Conditions of commencing bitsiness. 

§ 25. Before any insurance company shall commence business in this State, 
the following conditions must be complied with : 

1. It must be fully organized. 

2. If it be a company not of this State, a copy of its charter, duly accepted, 
or its declaration of organization or deed of settlement, duly approved, as pro* 
vided in section 15, and duly certified by the Insurance Commissioner or other 
proper officer of its own State or nation, with his certificate that the company is 
entitled to assume risks and issue policies therein, together with the stipulation 
respecting service of process in this State, required by Article III. of this Title, 
and a statement of the place where it is located must be filed with the Insurance 
Commissioner of this State. 

3. If it be a company not of this State, it must give a bond to the treasurer 
of this State, with sufficient sureties, to be approved by said treasurer, in the 
sum of two thousand dollars, with condition that it will make all the returns, 
and pay all fees, fines and penalties, which by the provisions of this act or any 
othei laws of this State it is, or shall hereafter be, required to make and pay, 
according to the requirements of those laws. 

4. It must procure from the Insurance Commissioner of this State a certificate 
that it has complied with the provisions of the law of this State applicable to 
it, and is entitled to assume risks and issue policies in this State. 

Agenda certificate of autliority. 

§ 26. No person shall act as agent in this State for any company not of this 
State, in any matter whatever relating to risks, until the last section has been com- 
plied with on the part of the company, and he has received from the Insurance 
Gommiasioner a certificate of authority stating that the foregoing requirements 
have been complied with, a record of which certificates shall be kept in the office of 
the Commissioner. A renewal certificate must be procured and filed in the month 
of July of each year. • 

Contents of advertisements, 

§ 27. Every agent of any insurance company, not of this State, shall, in all 
advertisements of such agency, publish the location of the company, gi\'ing the 
name of the city, town or village in which the company is located, and the State 
or govenment under the laws of which it is organized. 
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Hesirictions on holding real estate. 

g 28. It is tinlawfal for any insnranoe oompanj of this State to purchase, 
hold, or convey real estate anywhere, and for any other insurance company to 
purchase, hold, or convey real estate within this State, except for the purposes 
and in the manner and time following : 

1. Such as shall be requisite for its accommodation in the transaction of its 
business ; or 

2. Such as shall have been mortgaged to it in good faith, by way of security 
for loans previously contracted, or for moneys due ; or 

3. Such as shall have been conveyed to it in satisfaction of debts previously 
contracted in the course of its dealings ; or 

4. Such as shall have been purchased at sales upon judgments, decrees, oz 
mortgages obtained or made for such debts. 

Real estate lawfully acquired as aforesaid, and not necessary for the accommo- 
dation of the company in the transaction of its business, shall be sold and disposed 
of within five years after its acquiring title to the same, unless the company 
procures a certificate from the Insurance Commissioner that the interests of the 
company will suffer materially by a forced sale thereof, and extending the time 
for the sale to a period fixed in said certificate. 

Any company of a State in which the substantial provisions of this act shall be 
enacted, may purchase, hold and convey real estate within this State, or any of 
the said States, for the purposes and in the time and manner above provided for. 

' Companies must examine their ovm securities. 

§ 29. Every insurance company having deposited securities with the Insurance 
Commissioner, whether under this act or any other, must, by its president, secre- 
tary, or attorney, examine the securities and compare them with the books of 
the department \or bureau] once or more in each calendar year, at such times, 
in ordinary business hours, as the company may direct, and if found correct, 
give the Commissioner a written acknowledgment that the same, designating 
the kinds and amounts, are in his custody at the date of the acknowledgment. 

Penalty for violation of this act. 

§ 80. Each violation of this act shall subject the party violating to a penalty 
of five hundred dollars, to be sued for and recovered in the name of the people, 
either as prescribed by subdivision 5 of section 16, in which case it shall be paid 
into the funds of the insurance department, or by the district attorney of the 
county in which the company or persons so violating shall be situated, in which 
case one half shall be paid into the treasury of such county, and the other -half 
to the informer of such violation. 

In case of non-payment of the penalty, the offender is liable to imprisonment 
for a period not exceeding six months, in the discretion of any court having 
cognizance thereof. 
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ARTICLE n. 

Annual Statements. . 

SeeUon 31. Anniud statements required, 

32. JFbrm of statements, 

33. Additional questions, 

34. Verification of statements, 

35. Company in defandt to do no Tiew business, 

36. Penalty for neglecting to make statement, 

37. liaise statements, 

38. Publication of statements, 

39. JReceivers and trustees. 

Annual statem^ents required, 

g 81. Every insurance company doing business in ihis State mnst transmit to 
the Insurance Commissioner a statement of its condition and business for the year 
ending on the preceding 3 1st of December, which statement shall be rendered 
on the 1st of January following, or within sixty days thereafter ; except that 
foreign companies shall transmit their statement of business, other than that 
done in the United States, prior to the following forst day of July. 

Every insurance company that issues new policies in this State during any 
year shall make to the Commissioner its regular annual statement at the end of 
that year, although it may have ceased issuing new policies in this State before 
the end of the year. 

l^oTTn of statemeTUs, 

§ 32. The annual statements required by the last section must be in form, and 
state the particulars required by the blanks prescribed by the Commissioner. 

Additional questions, 

% 33. ^e Insurance Commissioner may require, at any time, statements from 
any company doing business within this State, or any of its oflBcers or agents, 
on such points as he deems necessary and proper to elicit a full exhibit of its 
business and standing. 

Verification of statements. 

g 34. The statements required under this act must be verified by the signature 
and oath of the president or vice-president, with those of the secretary oi 
actuary ; or by those oi a majority of the directors. 

Company in default to do no new business, « 

g 35. Ko company, having neglected to file a statement required from it, 
within the time and in the manner prescribed, shall do any new business, after 
notification by the Commissioner, while such neglect continues 



H GENERAL IX8UBANCE LAW. 

Penalty for neglecting to make statement. 

§ 3^ Any company neglectin^^ to make and taransmit any statement lequired, 
shall foif eit one hundred dollars for each day^s neglect. 

False statements, 

§ 37. Any company or person wilfully making a false statement in any report 
to the Commissioner, is liable to a fine of not less than f^OO, and not more than 
$t,000f to be imposed by any court of competent jurisdiction, 

Publication of statements. 

§ 38. The Insurance Commissioner has authority to prevent publication of 
any part of the statement made under this article, until his annual report to the 
Legishiture is made. 

JReceivers and trustees. 

§ 39. Eveiy receiver or other judicially appointed trustee of an insurance 
company of this State must make the statements required by this article, and 
all the provisions of this article shall apply to such receivers or trustees. 

ARTICLE III. 
Service of Processes on Companies not. op this State. 

/Section 40. Service of process on companies not of this State, 

41. Revocation of stipulation. 

42. Effect and proof of service. 

43. Commissioner to forward process served on him. 

44. *^ Process" defined. 

Service of process on companies not of this State, 

§ 40. No insurance company not of this State, nor its agents, shall do busi- 
ness in this State, until it has filed with the Insurance Commissioner of this St^te 
a written sfcipulation, duly authenticated by the company, agreeing that any 
legal process affecting the company, served on the Insurance Commissioner. or 
his deputy, shall have the some effect as if served personally on the company 
within this State. 

Any such company may, at its option, explicitly designate in its stipulation its 
principal office or agency in this State, and in such case the stipulation may be 
that any legal process served on the Insurance Commissioner or his deputy, and 
also on the person in charge of such office at the time when service is made, 
shall have the same effect as if served personally on the company ; and that if 
there be no person in charge, or if he keep himself concealed, or avoid service, 
such service may be served on him, or at such office by publication, or posting, 
or otbttrwise, in the manner which shall then be prescribed by the law of this 
State for substituted service ; and that if such company should cease to maintain 
such an office in this State so designated, such process may thereafter be served 
on the Insurance Commissioner or his deputy alone. 
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Revocation of stipulation, 

§ 41. So long as any liability of the stipulatinff company to any resident of 
this State continues, such stipulation cannot be revoked nor modified, except 
that a new one may be substituted so as to require or dispense with service at the 
office, or to change the designation of such office. 

Effect and proof of service. 

§ 42. Service of process, according to a stipulation under section 43, shall be 
Bufficient personal service on the company. 

A copy of such stipulation certified by the Commissioner, and his certificate of 
the revocation or modification of such stipulation, that a company has no office 
within the State duly designated by such stipulation, that a process has been 
duly served on him or his deputy, or either of such facts, shall be sufficient evi- 
dence thereof. 

Commissioner to forward process served on him. 

§ 43. When process against or aifecting an insurance company is served on 
the Insurance Commissioner or his deputy, he must file the same, and mail a 
certified copy to the company at its home office, postage prepaid. 

Process includes tvrit^ summons^ or order, 

% 44. The term ** process" in this act includes any writ, summons, or order, 
whereby any action, suit, or proceeding shall be commenced, or which shall be 
issued in or upon any action, suit, or proceeding. 

ARTICLE TV. 
Increase op Capital. — Restrictions on Dividends. 

Increase of capital. 

§ 45. Whenever any company organized under this act, or other authority of 
this State, shall, in the opinion of the directors thereof, require an increased 
amount of capital, they shall, if authorized by the holders of a majority of the 
stock, notify the Commissioner, setting forth the amount of such desired 
increase, and he may authorize the subscription and collection of such additional 
stock. The examination of the company in regard to this increase shall be made 
"by the Commissioner in the manner prescribed in this act for capital stock 
originally paid in, and upon receiving the certificate of the Commissioner that 
the increased stock has been paid in as provided in this act for original capital, 
the company shall be entitled to conduct its business upon the basis of such 
increased capital. 

Restrictions on dividends. 

§ 46. No insurance company organized under this act shall make any divi- 
dends to stockholders or policy-holders, or bonuses to officers or agents except 
from actual surplus earned and realized in excess of capital and all other liabil- 
ities. Any dividend made contrary to this section shall subject the company 
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makiiig the same to a f oif eitnre of its charter, and each stockholder leceiymg it 
to a liability to the oreditora of such company, to the extent of the dividend 
received, besides, the other penalties and punishments prescribed by law. 



TITLE IV. 

LIFE INSURANCE COMPANIES. 

JSection 47. JUmimiMn of capital. 

48. Deposits/ how invested. 

49. Deposits to he held as secwrity. 

60. Collection of interest. jSubstittUian of secu/nties. 

51. Certificates of American Companies of other States fsi lieu 

of deposits. 

52. Policy for the benefit of any married woman. 

53. IJife Companies organized by Congress to elect a State in 

which to Iiave their policies valued. 

54. IJife policy not to be reinsv/red except with consent of policy- 

holder. 

55. Life Companies having ceased to do new business in tJie 

StatCj to make certain reports. 

Life Insubance CoMPAinES. 

Mvmmwm of capital. 

§ 47. No life insurance company shall be organized or do business in this 
State unless it has at least one hundred thousand dollars, capital or assets, in- 
vested and deposited as provided in this act. 

Deposits / Iww invested. 

§ 48. No life insurance company of this State shall do business in this State 
or elsewhere, and no other life insurance company shall do business in this State, 
unless it has on deposit with the Insurance Commissioner or other financial offi- 
cer of this State, as security for all its policy-holders, bonds of this State, or of 
the United States to an amount the actual market value of which, exclusive of 
interest, shall never be less than one hundred thousand dollars, which bonds 
shall be retaiued by the Commissioner or other designated officer and disposed of 
as directed by law : 

Provided^ Jtowever^ that personal obligations secured by mortgages on improved, 
productive, unencumbered real estate within this State, worth, exclusive of all 
buildings, at least double the amount of the lien, and bearing an interest of not 
less than six per cent, per annum, may be received by the said financial officer of 
this State, instead of bonds to the amount of not exceeding fifty thousand 
dollars. 
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Deposits to he held as security. 

§ 49. As lon^ as any policies of the depositing company remain in f or«e, the 
Insurance Cimmissioner or other financial officer shall hold the deposit mentioned 
in the last section as security for all holders of its policies. 

Collection of interest. — Substitution of securities. 

g 50. So long as any deposit required by this act is kept good, and the depos- 
iting company is solvent, the Commissioner may permit the company to coUeot 
the interest or dividends on its securities so deposited ; and from time to time 
to withdraw any such securities, on depositing with him others of equal value 
and like character. 

Certificates of American companies of other States in lieu of deposits, 

g 51. Any life insurance company of any other State of the United States in 
which the substantial provisions of this act shall be enacted, may file with the 
Insurance Commissioner of this State a certificate of the Insurance Commission- 
er of such other State, that, as such officer, he or some financial officer of his 
State holds in trust and on deposit, for the benefit of all the policy-holders of 
such company, the deposit above described, stating the items of the securities 
BO held, and that he is satisfied that such securities are worth one hundred thou- 
sand dollars. 

No deposit shall be required in this State while the said deposit so certified 
remains. 

Policy for the benefit of any married woman. 

g 52. A policy of insurance on the life of any person, expressed to be for the 
benefit of any married woman, or didy assigned, transferred, or made payable 
to any married woman, or to any person in trust for her or for her benefit, 
whether the same be procured by herself, her husband, or any other person, 
shall inure to her separate use aud benefit, or, in case of her decease before pay- 
ment of the same, to the use and benefit of her children, or of her husband's 
children, as may be provided in said policy, independently of her husband, his 
creditors, or representatives, or of the person procuring, assigning, or transferring 
the same, his creditors, or representatives : provided^ that if the annual premium 
on any such policy exceed three hundred dollars, an amount equal to the excess 
of such premium over three hundred dollars, with interest thereon, shall inure to 
the benefit of such creditors ; and provided further^ that in case of the decease 
of such married woman before the decease of the life insured, leaving no children 
of herself or of her husband, the policy shall become the property of the person 
who has paid the premiums upon the same, unless otherwise provided by said 
policy. 

Ufe companies organized by Congress to elect a State in which to 

have tJieir policies valued. 

g 53. Any life insurance company, organized under a law of Congress, shall 
elect one State in which its policies shaU be valued, and a certificate of the 
proper officer of such State that such has been done, shall be received by the 
Commissioner of this State as of the same force and effect as if such company 
had been org&nized under the laws of such State. 

And such company shall comply with the law of the State so selected as Z6- 
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gBids the deposit required to be made therein for the protection of policj-holden, 
and the certificate of the Commissioner of such State that said deposit has been 
duly made, shall be received by the Commissioner of this State as of the same 
effect as if said company had been oiganized under the laws of the State so 
selected. 

lAfe policy not to he reinsured except with consent of policy -Iwlder, 

g 54 No life insurance company organized under this act shall have authority 
to reinsure any risk herein authorized to be taken, or any part thereof, without 
the written consent of the policy-holder. 

lAfe companies Jiaving ceased to do new business in the State to make 
certain reports, 

% 55. Eveiy life insurance company shall, so long as it has any policies in force 
in this State, report to the Commissioner the number of such policies at the end 
of each year, the amount insured thereby and the amount of premiums and losses 
paid in this State during the year. 



TITLE V. 

FIRE AND INLAND INSURANCE COMPANIES. 

Section 56. Minimum of capital, 

57. MutTial Companies. 

58. Limit of risk. 

59. Hepairment artd reduction of capital, 

60. Am^ricam, Fire Companies need not deposit. 

61. Foreign Companies required to make deposit, 

62. In what cases deposit dispensed with, 

63. Capital of Foreign Companies — how computed, 

64. Anmud certificate. 

65. Tlie provisions of this title made applicable to inland^ ao- 

cident, deposit, and live stock insurance companies. 

FmB Insubange Comfai^ibs. 
Minimum of capital, 

§ 56. No joint stock fire insurance company shall be organized in this State 
unless it has at least one hundred thousand doUars actual paid-up capital. 

No joint stock company of another State shall do businsES in this State unless 
it has at least one hundred and fifty thousand dollars actual paid-up capital, 
invested in securities similar to those prescribed in this act. 

No foreign fire insurance company shall do business in this State unless it has 
at least two hundred thousand dollars deposited as required by this act. 

Mutual companies. 
§57. No mutual fixe insnranoe company not of this State shall do business in 
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this State. And no mntnal fire insoranoe company of this State shall do business 
anless possessed of securities to the amonnt of one hundred thousand dollars, of 
the character prescribed in this act. 

Jjimit of risk, 

§ 58. No fire or inland insurance company of this State, or doing business in 
this State, shall expose itself to any loss on any one fire or inland navigation risk 
or hazard, either by one or more policies, to an amount exceeding ten per cent. 
of its paid-up capitaL 

Hepairment and reduction of capital, 

§ 59. Any fire insurance company receiving notice from the Commissioner to 
make good its whole capital stock, shall forthwith call upon its stockholders for 
such amounts as will make its capital equal to the amount fixed by the charter 
of said company ; and in case any stockholder of such company shall neglect or 
refuse to pay the amount so called for, after notice personally given, or by ad- 
vertisement, in such time and manner as the said Commissioner shall approve, it 
shall be lawful for the said company to require the return of the original cer- 
tificate of stock held by such stockholder, and in lieu thereof to issue new certifi- 
cates for such number of shares as the said stockholder may be entitled to, in the 
proportion that the ascertained value of the funds of the said company may be 
found to bear to the original capital of the said company ; the value of such 
shares, for which new certificates shall be issued, to be ascertained under the 
direction of the said Commissioner, and the company paying for the fractional 
parts of shares; it shall be lawful for the directors of such company to create 
new stock and dispose of the same and to issue new certificates therefor to make 
up the original capital of the company. 

Whenever the capital stock of any joint stock fire or marine insurance com- 
pany of this State becomes impaired, the Commissioner may, in his discretion, 
permit the said company to reduce its capital stock and the par value of its shares 
in proportion to the extent of impairment ; provided, that in fixing such reduced 
capital, no sum shall be deducted from the assets and property on hand, the 
excess of assets over the reduced capital shall be retained as surplus assets ; and 
provided that no part of the assets and property shall be distributed to the stock- 
holders ; and, provided further, that the capital stock shall not be reduced to an 
amount less than that required by law for the organization of a new company. 
And in the event of any additional losses accruing upon new risks, taken after the 
expiration of the period limited by the said Commissioner in the aforesaid requi- 
sition for the filling up of the deficiency in the capital of such company, and before 
said deficiency shall have been made up, the directors shall be individually liable 
to the extent thereof. 

In case the capital stock is not made good within the time prescribed by the 
Commissioner's notice, or it has not within that time reduced its capital as pre- 
scribed in this section, the Commissioner shall report the facts to the Attorney- 
General, whose duty it shall then become to apply to any circuit or chancery 
court for an order requiring them to show cause why the business of such com- 
pany should not be closed, and the court shall thereupon proceed to hear the 
allegations and proofs of the respective parties ; and in case it shall appear to the 
satisfaction of said court that the assets and funds of said company are not 
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laffident, as aforesaid, or that the interests of the pnblic so require, the said 
court shall decree a dissolation of said company and disthbntiou of its cfTccta 
npon equitable principles. The court shall have power to refer the apitlication of 
the Attorney-General to a referee, to inquire into and report upon the facts stated 
therein. 

AmeHcanJire companies need not deposit. 

% 60. No fire insurance company of any other State of the United States, in 
which the substantial provisions of this act shall be enacted, shall be required to 
make any deposit in this State. 

Foreign companies required to make deposit, 

§61. No foreign fire insurance company shall do business in this State unless 
it has on deposit with the Commissioner of this State, for the benefit of all its 
policy-holders in the United States, the sum of two hundred thousand dollars, 
invested and valued as prescribed in this act, or unless it has complied with the 
next section. 

In what cases deposit dispensed with, 

§ 62. A foreign fire insurance company, which has its principal office in the 
United States, in any State in which the substantial provisions of this act shall 
be enacted, may file with the Insurance Commissioner of this State a certificate 
made by the Insurance Commissioner of such other State, that he holds a deposit 
made by such company, such as is described in the last section. 

No deposit shall be required in this State from such company while the deposit 
so certified remains sufficient. 

Capital of foreign companies — how computed. 

§ G3. For the purposes of this act, the capital of any foreigfn insurance com 
pany, doing fire insurance business in this State, shall be deemed to be the aggre- 
gate value of its deposits with the insurance or other departments of this State, 
and of the other States of the United States, for the benefit of all its policy- 
holders in the United States. 

Annual certificate, 

§ G4. The annual certificate of the Insurance Commissioner, given to any 
foreig^i fire insurance company or its agents within this State, must state the 
amount of the capital of the company ascertained by him, as defined in the last 
section. 

TJie provisions of this title made applicable to inland, accident, 
deposit and live stock insurance companies. 

§ 65. All the provisions contained in this title respecting fire insurance com- 
panies, shall apply to companies doing an inland, accident, deposit, or live 
stock insurance business, so far as from the nature of the business the same may 
be applicable. 
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« 

TITLE VI. 

MAEINE INSUEANCE COMPANIES. 

c 

Section 66. Minimum of capital-, 

67. American Marine Companies need not d^oait, 

68. Foreign Marine Companies required to make depositm 

69. In wliat cases a deposit m>ay he dispensed with. 

Mabinb Iksubakce Companies. 

Minimwn of capital. 

§ 66. No joint-stock marine insurance companj shall hereafter be organized 
in this State, unless it has a paid-up capital of at least four hundred thousand 
dollars. 

ATnericam, marine companies need not deposit. 

§ 67. No marine insurance company of any other State, in which the substan- 
tial provisions of this act shall be enacted, shall be required to make any deposit 
in this State. 

Foreign companies required to make deposit. 

§ 68. No foreign marine insurance company shall do business in this State 
unless it has on deposit with t^e Commissioner of this State the sum of four 
hundred thousand dollars, invested and valued as prescribed in Section — , or 
unless it has complied with the next section. 

Tn what cases a deposit mmj he dispensed with. 

§ 69. A marine insurance company of a foreign nation, which has its principal 
office for the United States in any State in which the substantial provisions of 
this act shall be enacted, may file with the Insurance Commissioner of this State 
a certificate made by the Insurance Commissioner of such other State, that he 
holds a deposit made by such company, such as is described in the last section. 

No deposit shall be required in this State from such company whOe the de- 
posit so certified remains. 



TITLE VII. 



Obqanization op New Companies — Dissolution op Companies — 
Fees — ^Assessments — Taxes — Suits — Deposits. 

[Each State will, it is believed, find it necessary to make its legislation on the 
subjects embraced in this title conform to existing laws and practice. 

This convention has heretofore repeatedly expressed the opinion that fees and 
assessments should only be sufficient to pay the reasonable expenses of effeo- 
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tive sapervision, and shonld be applied to that purpose and no other. And that 
taxes for reyenue proper of the State should not be greater than those imposed 
upon other business of similar character ; and that gross premiums should not be 
made the basis of taxation. Losses- actoall/ paid to policy-holders in the State 
should not be taxed.] 



TITLE VIII. 

Bepealiko Clauses. 



IHere should be inserted a specific enumeration of the statutes and parts of 
statutes which are superseded by this act, with a saving clause as to the causes 
of action and other vested rights.] 

Note, — The blank forms of annual statements having already been published 
by the convention and distributed, it is not considered necessary to append them 
to this report. 



[Form of Manic adopted by the National Insoranoe OonTontion for the Annual Statement of Ufa 

Intforance Oompaoiea, to be used after end of year 1874.] 

ANNUAL STATEMENT 

FOR THE YEAE ENDING DECEMBER 8lBT, A.D. 187-. 

Of the Condition of tJie J^if^ Insuromce Company organized 

wnder tJie laws of tJie State of made to the Commissioner of 

InvwrawM of tJie JState of ^ pursuan>t to the Laws of said 

State, 

President, I Vice Peesident, — — 

Secretary, | Actuary, 

Incorporated, 18 — • Commenced Business, 18 — , 

Principal Office 

I.— capital stock.* 

I. Amonnt of Capital stock paid up In Cashf $ 

SL Amount of Capital Sabacribed, but unpaid, $ 

(a) Amomit of net or Ledger Assets December 31st of previous year, % 

(&) — Ksrease of Capital during 187-^ $ 

Extended at .... ^ 

IL—INOOMB DURING YEAR 18— . 

1. Cash received for Preminms (inclading notes for cash premiams) without deductions for commds> 

sions or other expenses^ $ 
f. Premium Notes, Loans or Liens taken in part payment for premiams (not Including (c) Kotos 

taken for cash premiums), $ 
8. Cash received for Annuities, 9 

Total, $ 
4. Deduct amount of Premiums paid to other Companies fx ReinsaXHDoe, on policies in this Oompaay, 

less $ — dividends thereon, $ — 
6. Total Premium Income, 

6. Cash received for Interest upon Mortgage Loans, $ 

7. Cash received for Interest on Bonds owned, and Dividends on Stocky % 

8. Cash received for Interest on Premium Notes, Loans, or Li^is, % 

9. Cash received for Interest on other debts due the Company, f 
10. Cash received as Discount on Claims paid in advance, $ 

II. Cash received for Rents for use of Company^s property, 9 

13. Cash received for Profits on Bonds, Stocks, or QtoldiactucMy 90ld, f 
Total income, $ 
Total, $ 

in.— DISBURSEMENTS DURING YEAR 187-. 

1. Cash paid for Losses and Additions, 9 

9. Premium Notes, Loans, or Liens- used in payment of the same, f 

8. Cash paid for Matured Endowments and Additions, % 






ia) Comprising balance of all Ledger accounts counted as Assets. 

\h) The increrme or decrea>ie of Capital, if any, should be noted, and the Net or Ledger Assets so 
ttnginentcd or diminished, extended. 

(c) *"■ Noten taken for cash premiums,** should be included with (1) *'cash received for premiums,** 
and carried to Bills Ueceivable under (9 of) Assets. 

^ The following sections all have double perpendicular ruling and are each footed and then extended 
M indicated in this Section L 
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4. Premium Notaii Loaaa, or Liens uaed in payment of lame, $ 
Total, « 

6. Deduct amonnt reoeived from other Companiee for Lomes or Olalms on Policies of this Oompani 

reinsurod, of which $ — is for Matored Endowments, $ 
8. Total amount actoally paid for Iiosses, and Hatured Endowments, $ 

7. Cash paid to Annuitants, $ 

8. Oasfa paid for Surrendered Policies, f 

9. Premium Notes, Loans, or Liens used in purchase of Surrendered Policies, $ 

10. Cash paid for dividends to policy-holders, $ 

11. Premium Notes, Loans, or Lieas used in payment dividends to Poliqr-holders, $ 

15. Premium Notes, Loans, or Liens voided by lapse of Policies, $ 

(Total paid Policy-holders, $ — ). 
18. Cash paid Stockholders for interest or Dividends, $ 

14. Cash paid for Commissions to Agents, f 

Ifi. Cash paid for Salaries, and Travelling expeaoBBB, of Managers of Agencies, and Qeneral, Spedal, 
and Local Agents, f 

16. Cash paid for Medical Examiners* fees, $ 

17. Cash paid for Salaries and other compensation of Offloers and other Office Employees, $ 

18. Cash paid for United States Taxes and Revenue Stamps, $ — ; State and Local Taxes in State 

whore Organizod, 9 — i Taxes, Licenses, Fines, and Fees in other Statofl, $ 

19. Cosh paid for Rent, Less 9 — received nnder Sub-lease. , 

20. Cash paid for commuting Commissions, $ 

81. Cash advanced to Officers and Agents to be repaid out of fntnro Salaries or Oommlsdona. 
32. Cash paid for Furniture and Fixtures and Safes for Home and Agency Offices, $ 

23. Cash paid for Advertising, $ 

24. Cosh paid for following items, viz., 

25. Total Disbursements, 9 
96. Balance, 9 

Invested in the following Assets, as per Ledger Accounts. See page — , 

rv.— ASSETS. 

Aa per Ledger Accounts. 

1. (a) Cost value of Real Estate exclusive of all Incumbrances, as per Sohednle A, $ 

2. Loans on Bond and Mortgage (first liens) on Real Estate, as per Schedule B, $ 

8. Loans secured by pledge of Bonds, Stocks, or other marketable collaterals, as per Schedule 0, $ 
4. (&) Loans made in Cash to Policy-holders on this Company^s Policies aAsigned as collateral, the 

reserve and amount loaned on each Policy set forth in Schedule D (not including ^ Notes taken 

for Deferred or Cash Premiums), $ 
6. (c) Premium Notes, Loans, or Liens on Policies in force, the reserve on each Policy being in excess 

of all indebtedness thereon (not including * Notes taken for Deferred or Cash Premiums), $ 

6. (d) Cost value of Bonds and Stocks owned absolutely, as per Schedule B, f 

7. Cash in Company's Office, % 

8. Cash deposited in Banks, % 

9. Bills receivable, $ 

10. Agents' Ledger Balances, $ 

11. Total Net or Ledger Assets (as per balance on page — ), 9 

12. Deduct depreciation from cost of Assets, to bring same to market value, 9 

15. Total Net or Ledger Assets less depreciation^ $. 

' OTHSB ASaKTS. 

14 Interest due, — and accrued, 0— on Bonds and Mortgage, $ 

15. Interest due, $ — and accrued, $ — on Bonds and Stocks, $ 

16. Interest due, — and accrued, — on Colateral Loans, $ 

(a) If the cash value of Real Estate is less than cost, the amount of the depreciation shouia be 
deducted after the balance of '*(11) Total Net Ledger Assets^ is given, and Rhuuld also bo shown on 
Sohednle A. 

(ft) Schedule D must be furnished by the Company, and state the number of each policy, the ret 
serve, and the amount loaned thereon. 

(c) ThiH item to include only Premium NotCM, Loans, or Liens taken for port payment of Premiums. 

{d) If the cash value of Bonds and Stocks is less than cost, the amonnt of ihp (]epreciation should 
be deducted after the balance of **(11) Total Net or Ledger Assets '' is given, and ithouid also be 
rhown on Schedule E. 

* These Notes must be carried to Bills Receivable account, and appear under No. 9 in Assets. 
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17. Interest due, $~ and accrned, $ — on Freminm Kofcee, Loans, or Liens, $ 

18. Bents due, $ — and accrued, $ — on Oompany's property, or Lease, f 

19. Market value of Bcal Estate over coal, as per Etohedule A, % 

SO. Market value of Bonds and Stocks over cost^ as per Schedule E, $ 

21. Due from other Companies for losses or claims on Policies of tills Oompany reinsnred, f 

22. Gross Premiums due and unreported on Policies in force Deo. 81, 187-^ f 
28. Gross Deferred Premiums on Policies in force Dea 81, 187-, f 

24. Total, $ 

26. Deduct the loading on above Gross Amount, $ 

86. Net amount of Uncollected and Deferred Premiums, $ 

37. Furniture, Fixtures, and Safes at Cost, $ — Commuted Commlssiona, $ 

28L Total Aasete as per the Booke of the Company ^ $ 

XTXICB KOT ADHIZXBI). 

1. Loans on Company^s own Stock, % 

8. Company's own Stock, 9 

8. Judgments ($—), and 50 per cent, of Fnmitare and Fiztores, (9—) 

4. Commuted Commissions, $ 

6. Cash advanced to, or in the hands of. Officers or AgentSi % 

6. Agents* Balances, $ 

7. Loans on Personal Security, endorsed or not, $ 

8. Bills Beoeivablo, 9 

9. Supplies, Printed Matter, and Statloneiy, $ 

Total, 9. 
10. Total Aeaets (teM Ueme not admated\ $ 

v.— LIABILITIBa 
1, Claims for Death Losses due and unpaid, $ 

5. Claims fur Matured Endowments due and unpaid, f 

8. Claims for Death Losses, and Matured Endowments in prooeoi of adjostment, or adjusted and not 

due, 9 
4. Claims for Death Losses, and other Policy Claims, resisted by the Oompany, 9 

6. Amounts due and unpaid on Annnily Claims, 9 

Total Policy Claims, 9 
6L Net Present Value of aU the outstanding Policies in force on the 81st day of December, 187- com' 
pnted according to The — Table qfJfortalUj/ toUh —per cent, interest^ % 
Deduct net value of risks of this reinsured in other solvent Companies. 

Net Beinsurance Reserve, 9 

7. Amount of all Unpaid Dividends of Surplus, or other description of profit due Policy-holderB, 9 

8. Amount of Unpaid Dividends to Stockholders, 9 

9. Amount of National, State, or other Taxes due, 9 

10. Amount due on account of Salaries, Bents, and Office Expenses, 9 

11. Amount duo by the Company for borrowed money, including (9—) Interest due or accrned, 9 
IS. Amount due to Oflicers or others for advances on account of expenses of organization, 9 

18. Amount of any other Liability of the Company, yIz., 9 
Liabilities as to Policy-holders, 9 
Surplus as regards Policy-holders, 9 
Totai LiabUUtea^ 9 

VI.— PBBMIXTM NOTE ACCOUNT. 
1. Premium Notes, Loans, or Liens on hand December 31st, of previous year, 9 

*. " " " " received duilng the year, 9 

Total, 9 
Deductions during the year as follows : 

Amount of Notes, Loans, or liens used in payment of Losses and Clainu, 9 
" " " " used in purchase of Surrendered Policies, 9 

'* " " " nsed in payment of Dividends to Policy-holden^ 9 

** MM M voided by Lapse of PoUcies, 9 

'• " " " redeemed by maker in Cash, 9 

Total Bednction of Premium Note Account, 9 
Balance, Note Aueteai end qf the year, i^ 
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Vni.— BBINSirRANCB RESBBVB. 

AxALTBis OF THE VALUATION, Dooembor Slst, 187— of the Policies of Insaranoe, Eodowmenta, 
and Annuities, issued by the Company and remaining in force on said day, computed according to 
2%e Table q/ MortaUtff, with per cent, ititereaty per oertiflcate of herewith. 

CLASSIFICATION OP POLICIES. 

Wholx Life: Polidci on which equal premiums (annual or oftener) are paid the term of the 

Policy 

No. Amount insured. Present value. 

Policies on which decreasing annual premiums are payable. 

Policies on which equal premiums are payable during a limited term of years. 

Policies on which premiums hare been paid by single payment. 

Beversionary additions. 

Total Whole life. 

EsDOWMBNTS : By continuous eqtial premiums. 

No. Amount insured. Present value. 

By decreasing annual premiunu 

By limited number of premiums. 

By single premiums. 

Beversionary premiums. 

Total Enclowmmts, 

JoxNT Life amo SuBvivonsHip: By contSimoas equal premiums. 

I No. Amount insured. Present value. 

By limited number of premlumB. 

By single premiums. 

Beversionary additions. 

Total Joint Life, eto. 

SBOorr Teem Policies : By oontiattoufl equal premiums. 

By single premiums. 

Aijj Otheb Policies: 

No. Amount insured. Present valusi. 

Total Short Term, eto. 

Total fob ah* Pouoies. 

Na Amount insured. Present valno. 
Ado fob AmruixiES l$-~ per annum] Present value. 

Net Present Value, or Beinsuranco Beserve, December 81st, 187 — • 

MISOELLANEOITS QUESTIONS. 

1. Upon what Table of Mortality and rate of interest are the net prsmiums of the oranpany com- 
puted? 
Answer. 

3. What loading, for margin or expenses, is cast upon the net premium of each dass of policies 
issued by the pompany t 

Answer, 
8. What proportions of premiums on policies issued l^ the company may be taloen in notes, or other 
form of lien, on the policy ? 
Answer. 

4. Does the company hold any premium note, or other form of premium Hen on any policy, in excess 

of the. net reserve, on such policy f 

Answer. 
6. Has any policy boon "marked ofll," or reported "not in force" on the 81st of Dec., on which 
any legal claim could have been made, either for full-paid insurance, for reinstatement upon 
complying with certain prescribed terms, or for a surrendered value ? If this has been done 
a registry Ust of all sach policies is required. 

Answer. 
6. Has any part of the capital, or accumulated funds of the company, been at any time during the 
year invented in any other securities than those prescribed by the insurance laws of the State 
in which the company is organized, or used during the year in any manner contrary to the re* 
quirements of those laws? 

Answer. 
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7. What 1m the nnmber of Uvea Insured by the company ? On how many of these are two or mora 

pollcioB lamed f What is the greatest nnmber of policies Issoed by your company on any one 
life ? What is the largest amount insured upon one life f 
Ansioer. 

8. What amonnt of stocks and other securities is deposited in various States and Countries under 

the laws thereof, for the protection of all the poUqy-holders of the company, and where have 
such deiKMdtB boon mado f 
Annoer. 
0. What amonnt of stocks.and other securities is deposited in various States and Coimtrles, which, 
under the laws thereof, Is held ezdnsively for the protection of the policy-holders of such 
- States or Countriott ? Name States and Countries, and amounts respectively. 
AtiBioer. 

10. Is the bnflincsB of the company conducted upon the mutual, mixed, or strictly proprietary plan f 

Atmoer, 

11. What pniiwrtion of the profits of the company may be paid to stockholden for use of real or 

guaranty capital ? 
Atunoer. 

12. Docs your company Issue any iiolicies in which the Tontine principle is combined with life in- 

surance ? If so, make a registry of each group, and full detailed description from which 
an acctirato calculation can be made of the liability of the company on account of these Ton- 
tine obligations, together with the oompany^s own calculations of its liabilities on this par> 
ticular account. 
Answer* 



BUSINESS IN ^DTJBINO 187—. 

Kumbcr and Amount of Policies on the lives of citizens of — in force Dee. 81 cfpreviouaytar. 

Na Amonnt insured. Present valoo. 

Number and amount of Polidea on the lives of citizens of iuued during the year. 

Total, 
Deduct number and amonnt which have ceased to be in force during the year. 

Total number and amount of Policies in force in Dec. 81st, 187>. 

Amount of Losses and Claims on policies in unpaid Dec. 81 of prevloue year* 

Amount of Losses and Claims on PoUoes in incurred during the year. 

Total, 

Amount of Losses and Claims on policies paid during the year. 

What amount of Premiums was collected, or secured, in during the year, in Cash and Noten^ c 

Credits, xoWtout any deduction for Losses, Dividends, Commiasions, or other expenses? 
Ansuier, Cash, ^ Notes or Credits, f Total, f 
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